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Dear Mr. Paul:

Presicent Carter asked me to send
vou the enclosed copy of your
letter with his comments -- along
with his best regards.

Sincerely,

Susan S. Clough
Personal Assistant/Secretary
.to the President

Mr. James H. Paul
Senior Editor

1981 Blueprint

Georgia Institute of Technology
Atlanta, Georgia 30332
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GEORGIA INSTITUTE OF TECHNOLOGY

POST OFFICE BOX J
ATLANTA, GEORGIA 30332
(404) 894-28323 o1 894-2830

10 November 1980

Ms. Lillian Carter
Plains, Georgia

Dear Ms. Carter:

We of the Georgia Tech yearbook had hoped to manage an
interview with the President before he left office, but I
was informed by his Appointments Office today that his sche-
dule would not permit it before the Inauguration.

Ordinarily, we would consider the matter closed and go
on to other projects. However, the President is a special
alumnus, whether he graduated from Tech or not. We have some-
thing of an obligation to the Tech community, therefore, to
finish our coverage of Mr. Carter as we started it in 1977.

What all the above means, Ms. Carter, is that we're now
stuck. We were told that the President has made 110 coimnitments
past the Inauguration, and I was wondering if you might ask
the President when he returns to Plains whether he might con-
sent to talk with us. We can come to Plains anytime up through

next March (when we send the book to press) that the President
would find convenient.

We'll understand, of course, if you are unable to help
us. This letter is admittedly a long odds proposition. We do
feel, though, that it is important to our coverage of the 1980-
1981 school year that we include something on the President.
We feel it would be much more meaningful to the future if it
were in his words rather than ours.

Respectfully-yours,

<i’ ﬂﬂvuo}&<\)u~(___
{ames H. Paul
Senior Editor

1981 Blueprint v /47 /
:;ocﬁ'maﬂc Copy Riads / -~ w/
Preservation Purposes - S //v«
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Ms. Lillian Carter
Plains, Georgia

D AL —

THE WHITE HOUSE

Mr. Jame:s H. Paul

Senior Editor

1981 Blueprint

Georgia Institute of Technology
Post Office Box J

Atlanta, Georgia 30332

- —— . B > i —ane s

1981 school year that we 1ncludé-someth1ng on the President.
We feel it would be much more meaningful to the future if it
were in his words rather than ours.

Re ectfullymypurs,

{5ﬁes H. Paul '
Senior Editor

1981 Blueprint / ZV/
by




THE WHIETTE 1HOUSE

WASHINGTON

Novemlﬁ:r 17, 1980

To Dora Scott and the Members of the
Texas State Teachers Association - A

| deeply appreciate your message of support following the
election. Your friendship is very valuable to me.

As you know, my love for this country has guided my actions
throughout my Administration, and | am proud of the progress
we have made on a number of difficult issues. | have faith that
-as a people we will continue to meet the challenges of the future
in a manner which reflects our highest principles of freedom,
justice and human rights for all.

With my thanks for the encouragement you have given me and

with best wishes, :
Sincerely, 47 V4 M}
/’/-‘ -
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PRESIDENT
Dora Scott

PRESIDENT ELECT
Burnham Robinson

IMMEDIATE PAST PRESIDENT
Cecile Russell

EXECUTIVE SECRETARY
James T. Butler

GOVERNMENTAL RELATIONS
John Donaldson, Director .

MEMBERSHIP/INSTRUCTION
AND PROFESSIONAL
DEVELOPMENT

Patsy Duncan, Director

TEACHER RIGHTS
Karen Johnson, Director

PROGRAM DEVELOPMENT
AND TRAINING
Leon Douglas. Director

COMMUNICATIONS
Vacancy, Director

RESEARCH
Earl Cantrell, Director

BUSINESS AND ACCOUNTS
Harold Clark. Director

MEMBERSHIP RECORDS
AND DATA PROCESSING
Frank Schlesinger.

Acting Director

TEACHER SERVICES
CORPORATION
Billy Snow. President

UNISERV
AND FIELD SERVICES
Bruce Kuemmelj, Director

- TEXAS STATE TEACHERS ASSOCIATION

TELEPHONE AC 512/476-5355. 316 WEST TWELFTH STREET. AUSTIN. TEXAS 78701

November 5, 1980

President Jimmy Carter
The White House Electrostatic Copy Made

Washington, D. C. 20500 for Preservation Purposss
Dear President Carter:

On behalf of the members of the Texas State Teachers
Association, I want to extend to you our grateful thanks
and appreciation for the tremendous gains in education
during your term of office. Without your help and support,
the progress made would not have been possible.

My thoughts and prayers are with you, your lovely wife, and
family in this hour of disappointment. But, please know that
there are millions in this country who love and support you.
The Presidency is a very lonely office and one of ominous
responsibility. The extent of this responsibility can only be
realized by one who has served in that capacity. You have
led our nation wisely and with honor and true concern for the
people you represent. Difficult times cause people to grasp
for "new" answers to old questions out of desperation without
realizing that panaceas simply do not exist.

I congratulate you on a job well done over the past four years
and, as an educator, I thank you most sincerely again for
your help in our behalf.

As a reminder, I am reissuing my invitation for you to give

the keynote address at the TSTA Convention on Friday morning,
- March 20, 1981, in San Antonio, Texas. We eagerly await
. your acceptance of this invitation.

God bless you and yours.

Sincerely,

KQ Yy, 7/&%5 W
Dora Scott
President

DS:cr

UNITED TEACHING PROFESSION




THE WHITE HOUSE
WASHINGTON

11/17/80

Vince Marotta --

President Carter asked me
to send you the enclosed
copy of your letter with
his note -- along with
his best regards.

-— Susan Clough

THE WHITE HOUSE

Mr. Vincent G. Marotta
Chairman of the Board

North American Systems, Inc.
24700 Miles Road

Bedford Heights, Ohio 44146
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THE WHITE HOUSE
WASHINGTON

i

11/17/80
joyce --

pres. robo not signed,
however, cc (pres. note)
‘and ssc note attached
;for mailing.

; -- ‘'suzanne
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THE WHITE HOUSE
WASHINGTON

11/15/80
Phil Wise =--
We won't send any letter to

Marotta.....but what do you
think to a marginal note,

which shows that it's responding,

to an incoming?

(Your judgment will probably
be much better than mine --
look at the experience you
havel)

—-— Susan




THE WHITE HOUSE

WASHINGTON

November 13, 1980

To Vincent Marotta

we have faced a number of di‘{ficuh‘ and so(r;}e'rim‘es unpopular
o

issues which had to be resolved for the good of our country and
the peace of the world. Unfin{shed businegs cannot detract from
this record, as | believe his’ror)»‘ will shovl}.

arm good wishes.

Mr. Vincent G. Marot¥a
Chairman of the Bogdrd
North American $stems, Inc.
24700 N\iles@Bo

Bedford Hejgbfs, Ohio 44146 _
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NORTIL AMERICAN SYSTEMS, IxNC.

24700 Mirrs RoaD
Broprorp Heicurs, OIT1I0 44146

VINCENT G. MAROTTA . -
CHATRMAN OF THE BOARD - November 5 ’ 1980

G T
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"Ms. Susan Clough, Secretary to the
President of the United States IR
The White House ‘ by
Washington, D.. C. 20500
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Dear Ms. Cloﬁgh:

Would you beikind enough to see that the Presideat
receives this letter. ‘

Thank you.

Sincerely,
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NORTITI AMERICAN SYSTEMS, INC. é’d 0
24700 MILES RoOAD MS
Be»ronr» HEIGHTS, O1310 44146 '
o

VINCENT G. MAROTTA /m
CAIRMAN OF TR BoARD November 5 , 198

Honorable Jimmy Carter
President of the United States
The White House

Washington, D. C. 20500

Dear Mr. President:

I simply would like to express my sincere regrets
concerning the recent election. It was a gratifying
experience for me to serve you in the campaign

and it has been enormously rewarding to have met

and worked with such fine people as Walter Mondale,
Hamilton Jordon, Robert Strauss, and Lee Kling.
These are the lasting benefits which I have derived

u from my association with you and I hope that perhaps
one day I may have the opportunity to serve you
again.

You are truly a great human being and one of the
finest presidents our country has ever had. God
bless you and may you have many happy and healthy
years ahead.

Sincerely,

(e G Electroatatic Copy Rade
; for Preservation Purposes
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‘' THE WHITE HOUSE
WASHINGTON

11/18/80

STU EIZENSTAT
JIM MCINTYRE
SECRETARY DUNCAN

The attached was returned in
the President's outbox today
and is forwarded to you for
appropriate handling.

Rick Hutcheson
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HAWAII DEEP WATER ELECTRICAL TRANSMISSTON CABLE ‘CGQOP‘

2 dﬂéﬂ"”%
" DEMONSTRATION PROGRAM y¥€ %;7,

This Program, if successful, would result in the laying of a
deep water cable between the Hawaiian Islands which would
transmit electricity. The main obstacle to constructing such
a cable has been the considerable depth of the channels be-
tween the Hawaiian Islands; in some places reaching approxi-
mately 7,000 feet. Construction of the cable system between
the Islands would bring on line the vast potential of the
geothermal energy resources of the Island of Hawaii and would
result in a large proportion of Hawaii's electricity being
generated by geothermal energy.

The unsolicited proposal for the Hawaii Deep Water Transmis-
sion Cable Demonstration Program was presented by the Hawaiian
Electric Company to the Department of Energy on June 2, 1980.
Supposedly, the DOE views this proposal favorably and antici-
pates releasing $3 million for the program in June, 1981. The
total cost of $12,414,975 of the three and one-half to four-

year program is divided into four phases with the first phase
costing $2,124,900.

The proposcd June 1981 funding date represents a nine-month
delay that creates major problems for the State of Hawaii
since the cable development work is interlinked with other
ongoing alternative energy development work.

Attached are two copies of letters to President Carter re-
questing his assistance in securing earlier funding for the
first phase of this program. Early start-up of this program

is of major significance to Senator Inouye and the State of
Hawaii.

‘;Elecwostaﬂc Copy Made
or @resewa&!on Pumoses



&ﬁﬁ".ﬁ K. INOUYE ; Privc Kunio FEbomL Buiomo

" HAWALI

Room 6104. 300 Ata Moana B rvard
HonoluLy, Hawan 96850
(806) B46-7530

WVlnifed Hiafes Denale

ROOM 103, RUSSELL SENATE BUILDING
WASHINGTON, D.C. 20310
(202) 224-3934

October 24, 1980

Honorable Jimmy Carter
President of the United States
of America

The White House

Washington, D.C. 20500

Dear Mr. President:

Last month I wrote to you requesting your special con-
sideration and assistance for an extremely important
energy project in the State of Hawaii.

In that letter I requested your support in obtaining
funds as early as possible for the initial phase of the
Hawaii Deep Water Electrical Cable Demonstration program.
This project will develop an underwater power cable to
be placed in, operated, and retrieved from water three
times deeper than that encountered by electrical power
cables anywhere else in the world.

The State of Hawaii is almost totally -dependent on oil
imported from foreign sources for all forms of energy.
However, the neighbor islands of Hawaii have particularly
strong potential to place alternative energy sources on
line in the very near future. For example, the Big
Island of Hawaii is about to generate energy for use by
the community from geothermal energy. Not only does the
Big Island have the hottest geothermal wells in the
world, but it is also predicted that with full develop-
ment of this resource, half of the State of Hawaii's
electrical energy needs could be met in the very near
future. Unfortunately, this energy would have to be -
transmitted 150 miles to the Island of Oahu, where 85%
of the State's electricity is consumed. Other alterna-
tive energy sources, such as ocean thermal energy con-
version and wind energy, are also being developed on the
Big Island of Hawaii and would add to the Big Island s
potential excess energy supply. :

The major problem is these alternative energy projects
will not move ahead nor receive the necessary full fi-
nancial commitment from the private business community -
if a _market for this energy is not readily available. -



DANIEL K. INOUYE -

Pwince KuMio Frorral Bunlmno
RoOM 8104, 300 ALA MaANA BaungvaRD
Horounu. Hawan 96850
(808) B48-7550

 HAWAJI

| Alnifed Dlates Denafe

ROOM 103, RUSSELL SENATE BUILDING
WASHINGTON, D.C. 20310
(202) 224-3934

'September 25, 1980

The Honorable James E. Carter
President of the United States
The White House
Washington, D.C.

Dear Mr. President:

The purpose of this letter is to request your support in obtaining
$§2,124,900 in FY'8l for a Hawaiian Deep Water Electrical Cable
Demonstration program. The funds requested are for the first phase
of a four phase four year program to demonstrate that it is technically
feasible to interconnect the principal Islands of Hawaii with an
under water electric power transmission cable. This project will
develop an under water power cable to be placed in, operated, and re-
trieved from water three times deeper than that encountered by elec-
trical power cables elsewhere in the world. This program has been
proposed to the Department of Energy in an unsollc1ted proposal by
the Hawaiian Electric Company.

Imported o0il which is the source of more than 90% of the electric

energy consumed in Hawaii has experienced a 15 fold price increase

since 1970, consequently there are many programs in the State to develop
alternate energy sources. A near term development is geothermal energy
on the Island of Hawaii. . Full development of this resource, which would
supply as much as one-half of the State's electrical energy needs, will
require that the energy be transmitted to the Island of Oahu, a dis-
tance of 150 miles where 85% of the State's electricity is consumed.
While the ability to transmit power between the Islands  is the major
goal of the cable demonstration program, .the technology developed during
the demonstration program has direct application to many other con-
tinental United States electrical energy transmission projects. . These
projects include the transmission of hydroelectric generated power from
Canada to the Northeast United States the transmission of power from
the Bahamas to the continental Southeast United States and the trans-
mission of electric power from Central Canada to the Midwest United
States.. These project represent 3,800 megawatts of electrical energy
and will result in the significant reduction in the importation of
foreign oil for power generation purposes. The cable technology devel-
oped will be directly applicable to the research and development -effort
currently belng carried by DOE ggn OTEC.

DANIEL K. INOUYE
United States Senator




Honorable Jimmy Carter
October 24, 1980
Page 2

Therefore, the Hawaii Deep Water Electrical Cable Demon-
stration program is .an integral part of Hawaii's drive
towards energy self-sufficiency.

I understand that there are funds for this project in
the DOE's FY 1982 budget. However, this would mean that
the project could not begin until some time late next
year. This delay in Department of Energy funding of the
initial phase of this project would halt the progress of
other alternative energy projects in Hawaii.

Unfortunately, this proposal was brought to my attention
at a very late date; otherwise, I would have attempted
to obtain funding assistance through the Senate Appro-
priations Committee. Because of the project's impor-
tance to my State, I have requested your special assis-
tance.

In writing you last month, it was my hope that a strong
and clear indication from you to the Department of Energy
for early funding of the initial phase of this project
would result in funds being provided within the existing
DOE budget to get this project off the ground. However,
I understand my letter has been received by the Depart-
ment of Energy and that prospects for approval appear to
be very slim.

Your further consideration and assistance in obtaining
some form of short-term funding of the Hawaii Deep Water
Electrical Cable Demonstrationyprogram would be greatly
appreciated. Thank you for theyeffort you devote to
this matter.

DKI:vqbf
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THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

November 17, 1980

EYES ONLY

MEMORANDUM FOR THE PRESIDENT
From: Charlie Schultze CLS

Subject: Personal Income in October (to be released
at 11:30 a.m. Tuesday)

Personal income in October rose 1.1 percent from an
upward-revised September. Wages and salaries increased
by 1.4 percent. Federal workers got their pay raise in
October and the communications workers got a retroactive
pay raise as part of their new wage contract. Adjusted
for these special factors wage and salary payments rose
by 0.9 percent -- probably slightly more than inflation.

Electrostatic Copy Mada
for Preservation Purposes




ADMINISTRATIVELY CONFIDENTIAL - NOT FOR CIRCULATION

THE WHITE HOUSE

WASHINGTON
November 17, 1980

MEMORANDUM FOR THE PRESIDENT

FROM: STU EIZENSTAT %_,

SUBJECT: Saudi F-15 Accelerated Sales and Enhancements

I understand that you may have decided to accelerate the delivery
of F-15's to Saudi Arabia. Although General Jones has already
conveyed our offer to the Saudis, I have been told that the Saudis
have tentatively rejected our offer until we reconsider your

decision to deny them the offensive enhancements they sought for
the F-15s.

Now that the Saudis have turned down this accelerated delivery
offer, I urge you not to have us raise it with them once again.
While I know you did not make any campaign commitment regarding
any accelerated delivery and only on the enhancements issue; a
renewed offer on acceleration represents the type of major foreign
policy decision that can be easily postponed till the next Adminis-
tration. Any hastened delivery of these planes will not only
produce a strong negative reaction in the Jewish community, it
would also harm the legacy which you struggled so hard to achieve
during the campaign -- a true friend of Israel. It seems to me it
will gain little with the Saudis and is the type of decision the

President-elect can consider as he strives to establish a positive
relationship with them.

In the wake of Begin's visit here, and the positive attitudes that
currently exist between us and the Israelis, this decision can only

serve to undermine the benefit you achieved on your enhancements
decision.

I strongly hope you will not have the issue reopened. The campaign
commitment which you made during your interview with RKO Broadcasting
during the campaign was widely publicized and warmly received. We
went to great length to explain your decision when the issue was
raised by the media. While the Saudis are understandably upset with
your decision, I can think of few other issues which are of such

deep concern to the Jewish community.

I would hate to see one of your last official acts in the Middle
East raise the painful F-15 decision again.

Eﬂectrosiaﬂc Copy Made
for Pa’esewmon Purposes



THE WHITE HOUSE
WASHINGTON

11/18/80

JIM MCINTYRE

The attached was returned in
the President's outbox today
and is forwarded to you for
appropriate handling.

Rick Hutcheson

CC: FRAN VOORDE
PHIIL, WISE



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

NOY 17 1980
ACTION Elecirostatic Copy Made
for Preservation Purposss
MEMORANDUM FOR: THE PRESIDENT .
FROM: James T. McIntyre, Jr.X¥.¢1a—
SUBJECT: Fall Budget Review and Appeals Sessions

This seeks your approval of plans for the 1982 Budget Review and Appeals
sessions.

I am presently in the midst of a series of budget review sessions which are
designed to resolve most of the decisions affecting formulation of the 1982
Budget. I would like to meet with you just before Thanksgiving to present an
Overview of the Budget. As in the past, I would also like to begin meeting

with you for an hour each week to cover the status of the review process anid
discuss significant issues.

As a result of the 1982 Budget determinations that are made, I anticipate that
some agency officials will want to appeal significant issues to you for
resolution. We expect that two sessions should allow sufficient time to cover
appeals relating to domestic issues. An additional session would be held to
discuss foreign assistance and defense-related issues.

Following resolution of these issues, we would like to meet with you in mid-

December to make final decisions regarding ecconomic assumptions and other
matters yet to be resolved.

Conclusion

The attachment displays the time requirements that this proposal assumes. The

plan provides for your participation in the 1982 budget process in much the
same way as in the past.

Decision
Agree 0//
Disagree

Let's discuss

——————— e



Attachment

Presidential Fall Budget Review and Appeals Sessions Schedule

Overview:

Tuesday, November 25

Weekly meetings:

2 hours

One hour weekly to discuss status of review process and significant issues.

Appeals sessions:

Friday, December 5 Domestic
Monday, December 8 Defense/Foreign
Wednesday, December 10 Domestic

Wrap-up/Economic Assumptions:

Wednesday, December 17

2-3 hours
2-3 hours

2-3 hours

2 hours
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THE WHITE HOUSE
WASHINGTON

11/18/80

JIM MCINTYRE

The attached was returned in
the President's outbox today
and is forwarded to you for

appropriate handling.

Rick Hutcheson

CC: FRANK MOORE
ZBIG BRZEZINSKI



. IMMEDIATE, ACTION REQUESTED

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

\ _ WASHINGTON, D.C. 20503 _
NOV 18 1980 |

MEMORANDUM FOR THE PRESIDEN

FROM: JIM McINTYRE Elsctrostatic Copy RMade

for Prosecvation Purposaes
SUBJECT: 1981 Defense Budget Amendment

Harold Brown is requesting your approval of a $2 billion budget amendment to be
transmitted today, November 18. The amendment would provide for a wide range of
add-ons and accelerated funding for the Rapid Deployment Force and increased
readiness. (The amendment is described in the enclosure).

The proposed amendment has been delayed because of uncertainty about Congres-
sional receptivity at this time. Yesterday, however, Graham Claytor received
indications from Senator Hollings that the Senate would not object to an amend-

ment now and Senator Stennis, who is receptive, plans to hold hearings this
afternoon.

The amendment would demonstrate our commitment to increase military readiness,
especially as it affects our ability to operate in the Persian Gulf area. It
would overcome a number of identified shortfalls without forcing painful repro-
gramming from existing needs. This initiative might also partially substitute
for a likely $3 billion Congressional appropriations add-on to our request,
thereby mitigating the budget impact and resulting in a better balanced program,
both in 81 and between 81 and 82.

Conversely, all the really urgent requirements could be met by reprogramming,

thereby avoiding an increase in the 1981 budget deficit of as much as
$1 billion.

$ in Billions

1980 1981
Your Likely Congressional Defense
Actual Request Action Proposal*
“TOA 142.2 166.3 169.3 171.3
Qutlays 132.8 155.0 155.3 156.3
TOA real growth 2.7% 5.4% 7.4% 8.7%

* Assuming all additional

I[f you favor a defense amendment but want to reduce the budget impact, I believe
that we could reduce the amendment to about $1.4 billion by eliminating several

large accelerations of 1982 procurements and maintenance efforts.
Decision

. No Amendment e

o

. $1.4 billion amendment L
. $2.0 billion amendment _‘<::;///




11/18/80
ENCLOSURE

0f the. proposed $2 b1111on budget amendment,_about

'$1.4. billion consists of a:wide- variety. of programs which
would directly contribute to improved readiness or to the
capab111ty to deploy rapidly or conduct military
operations in the Indian Ocean/Persian Gulf area. . In
this category are.such things as charter of additional
ships, procurement of communications, medical support and
water purification equipment. Some, such as the
increased cost for full-year operation of the two carrier
battle groups in the area, are fact-of-1life changes which
will be paid in any event.

The remaining six hundred million dollars represent
accelerations of programs which are now proceeding at an
orderly pace. They would be useful if a conflict were
imminent. However, in all cases, the items they provide
are available for world-wide usage and sufficient
quantities could be diverted for Indian Ocean/Persian
Gulf contingencies if needed. In this category are:

Increased ammunition stocks $.23B
Surging of depot maintenance .36B
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THE WHITE HOUSE
WASHINGTON

11/18/80

JACK WATSON

The attached was returned in
the President's outbox today
and is forwarded to you for
appropriate handling.

Rick Hutcheson

CC; FRANK MOORE
ARNIE MILLER
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e /
9 et
,p)wwye. > 1. Honorable William M. Marutani, Court of Common Pleas, Phila- -~
delphia, Pennsylvania o S
~= 2. Mr. Jerry Enomoto, National Institute of Corrections ,)% é /)W

3. Honorable Arthur J. Goldberg, former Justice, United States

: Supreme Court ’ -
4. Mr. Clarence M. Mitchell, Chaimman, Leadership Conference on
Civil Rights

5. Dr. Arthur S. Flemming, Chairman, United State Commission on
Civil Rights

6. Dr. Bertram S. Brown, Assistant Surgeon General, Public Health
Service, Department of Health and Human Services

Elecirostatic Copy Made
for Pregervation Purposes




PERSONAL BACKGROUND SUMMARY

WILLTAM M. MARUTANI

Judge, Court of Common Plecas

First Judicial District, Philadelphia
1 East Pennsylvania Square
Philadelphia, Pennsylvania 19107

Residence: 8112 Algon Avenue, Philadelphia, Pennsylvania
Candidate for the Commission on Wartime Rclocation and Internment of Civilians
-000-

Born in Kent, Washington, March 31, 1923, he attended University of
Washington, Dakota Wesleyan University, and University of Chicago. He received
his J.D. degree in 1953 from the University of Chicago Law School.

In 1942, he spent more than six months in the Pinedale and Tule Lake
War Relocation Centers in Northern California. These were among the camps in
which all persons of Japanese ancestry on the West Coast were detained under
authority of Executive Order No. 9066.

From 1944 to 1947, he secirved in the United States Infantry, being
commissioned as 11eutenant in the Military Intelllgence Service. He served
in the Pacific Theater of operations.

He practiced law.as a member of the Philadelphia law firm of McCoy,
Evans and Lewis from 1953 until his appontment as Judge of the Court of
Common Pleas in June 1975. He is admitted to practice in all Pennsylvania
state and federal courts, as well as the federal court in New Orleans and the
Supreme Court of the United States. He scerved as a volunteer lawyer in civil
rights cases in Louisiana and Mississippi in 1965 and 1966. He presecnted oral
arguments in 1967 before the Supreme Court of the United States in the case of
Loving vs. Virginia, which held that anti-miscegenation laws were unconstitu-

- tional. He was appointed as a Judge of the Court of Common Pleas by Governor

Milton J. Shapp in April 1975 and wvas confirmed by the State.Senate in June 1975,

after selection by the state judicial Merit Selection Board. 1In the fall of

1977, he received a favorable rating of 93.3% in the Philadelphia Bar plebiscite,

lcading the entire partisan judicisl ticket as a Democrat. .

Author of a bench trial book entitled '"Pepnsylvania Criminal Law and
Procedures: Compendium of Criminal Cases" which is to be published early
ncxt year by the Lawyers Cooperative Tublishing Company, he has lectured on
the law before the Philadelphia Felice Academy, Presidential Classrooms for
Young Americans in Washington, D. C. .for threce successive years, and at the
Department of Justice on bchalf of the Asian/Pacific American Heritage Week.
He is on the faculty of the American Lﬂu Institute of the American Bar
Association.

A partial listing of his nany nciberships include: Advisory Comnmittee,
U.S. Civil Rights Comnission; Advisery Counittee on Minorities, Naticnal Ameri-
can Civil Liberties Union; Board of Dircetors, Nationalities Service Center;
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Advisory Council, ¢:~all Business Administration; Chairman, Civil Rights
Commnittece, Philadeiphia Bar Association; Board of Directors, International
House of Philadelphia; Board of Judges (Fhiladelphia); Pennsylvania State
Trial Judges; American Judicature Socicty; etc. Active in the Japanese
American Citizens League, which has more than 100 chapters and members in 32
states, he served as its National Legal Counsel, 1962-1970. He has been a
mcmber- of its National Board and was awvarded the JACLer of the Biennium Award,
1965-66, for his service in promoting the civil rights of all Americans.

Married, he is the father of eight children.

IR 3



JERRY ENOMOTO

IMMEDIATE PAST Director

CALIFORNIA DEPARTMENT OF CORRECTIONS =

P O U TR TR

Jérry Enomoto was appointed Director of fhe California
Depaftmeﬁt-of Corrections Februéry 5, 1975.

As Director of Corrections, Enomoto, 54, heads a
state prison-parole system which includes 12 major Lns-itutione,
19 minimum security camps, and some 50 local parole offices.

The department employs about 8,500 §ersoné. The
operating budget is about $320 million. There are about 22;800
inmates in the state's correctional institutions and some 15,500
persons on parole.

Enémoto began_his career with the Depértment of
Corrections in 1952 as a counselor at San Queﬂtin. He became
a parole agent in San Francisco in 1954 and returned to San Quentin
as a reception center caseworker in 1955. o

In 1957 he was s supervising counselor at the
reception center at Deuel Vocational Institution, Tracy. For
the next two years he worked in a special treatment program at
‘San Quentin. |

Enomoto was an associate superintendent in charge of

the reception center at the Tracy institution from 1960 to 1965



when he moved to Sacramento as the department 's chief of

inmatelélassificatibn, a post he held until 1970. K

He was named deputy superintendent at Correctional

fe o =18y

Training Facility, Soledad, July 1, 1970. A year later he was

appointéd superintendent of the medium-minimum security insti-

tution at Tehachapi.
: . For five months_pribr to his appointment as Director,
he was acting superintendent at the california Institution for

Women, near Chino,
Enomoto was for four years, from 1966 to 1970, the

-

national president of the Japanese American Citizens' League.
During World War II he was held for 18 months in
northern California relocation centers which were established

for citizens of Japanese descent. Following release from the

‘center he served in the U. S. Army.
~ He is a'membgf of various service and professional

organizations including the American Co:rgctional‘Association,

the California Probation, Parole and Correctional Association,

‘and the National Council on Crime ahd-Delinquency.

. Enombto received a 1liberal arts bachelorfs'degree
from the University of Calif&fnia, Berkeley, in 1949. He earned

his mastér's-dcgree in social welfare at UC in 1951.

3/12/80



Jerry Enomoto, Director of Corrections, California __February 1, 1980

| Jerry Enomoto, Director of the California Department of

Corrections, heads one of the country's largest and most complex
prlson/parole systems. : ]

T A career worker in corrections, Enomoto, 54, has-held the

director post in the nation's largest state since February, 1975.

Although his first experience with imprisonment came during
World War II when he and his mother were held in a detention center
for Japanese citizens, he began his professional career in corrections
as a counselor at San Quentin in 1953. o

As director of the California correctional cperations, Enomoto
heads a far reaching and diverse system of institutions, camps, and
parole offices. The system includes 12 major institutions, 19 minimum
security camps, and more than 50 local parole offices.

The department employes some 8,500 persohs, carries an operating
budget of about $300 million, and is responsible for. 23,000 inmates
and 15,000 parolees.

: Enomoto, who holds a master's degree from the University of
California, has been actively involved in numerous civic and profes—
sional organizations during his long correctlonal career.

He has been a member of the American Correctional Associational
for more than a decade. Under his leadership, California was one of
the first state to participate in the ambitious ACA program of

accreditation. He currently serves as a member of the ACA Accreditation-

Committee, and his state will host the 1980 Congress of Corrections.

He has also held other leadership positions in ACA and in other
professional organizations. He is a member of the board of directors
of the Association of State Correctional Administrators. He 'is also
a member of the California Council on Criminal Justice and chairman
of its affirmative action comnittee. He is a member ©f the Califcrnia
Board of Corrections, and is on the board of directors of Friends
Outside, a California citizen organization which assists inmates and
their families. He is a long time member of the National Council on
Crime ‘and Delingquency -and of the Callfornla Probation, Parole and
Correctlonal Association.

The California prison director has also played a significant
role in Japanese American affairs. He served two terms from 1966 to
1970 as national president of the Japanese American Citizens League.
In that office he traveled throughout the country and met with two
U. S. presidents. He is the first and only Asian American to head a
state corrections department in the continental United States.
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Enomoto is a former superintendent of California correctional /'
instiution at Tehachapi, a 1200-inmate medium/ininimum security fac1lity
north of Los Angeles. He also holds the distinction of being the only
male to head California's prison for women. He was acting superintendent
there for six months; while a search was conducted for®a woman superin-
tendent. He looks back on the experience as perhaps his most unusual
assignment
Other positions held by Jerry Enomoto during his ‘distinguished
career in corrections include parole agent, treatment team specialist,
associate warden in charge of a reception center, and associate warden
of the tight security prison at Soledad.

As in other states, California's corrections department has gone |
through some major changes in recent years. During Jerry Enomoto's f
tenure, California underwent perhaps the most traumatic change which !
can confront a correctional system; ‘a new sentencing law was enacted
by the legislature, a law which changed prison terms for the majority

of the inmates.

California quietly made the transition to the new systeﬁ with a
minimum of disruption and in the process compiled a record of experience
which has already benefited other states which have encountered similar

circumstances.

Crises are probably inevitable in the correctional field, but
in his leadership of the California system Jerry Enomoto has created
. a pattern of long range operational planning and critical self-examina-
tion designed to minimize a crisis-management mode.

At the start of his administration, when the traditional California
concept of parole was under scrutiny, -he commissioned his parole
administrators to undertake an unprecedented and comprehensive look
at the nature, capablllty, and traditional organization of the state's
parole program

‘The result of this effort, which extended over three years,
and involved numerous pilot projects, was the adoption of a new
"parole model.™ The new plan, now going into effect, is complex, but
in the principal tenet is better pub11c protection via allocation of
funding and personnel resources to the so-called ‘heavy”cases, those
which pose an evident public danger.

Concurrent with the major assessment of the parole function,
Jerry Enomoto established a planning unit, where none previously
existed, and began the laborious process of mapping California
corrections programs for the future. As a result of his leadership,
the department has been engaged in a complex and comprehensive planning
process covering not only new prisons, but also the realistic potential
of so-called alternatives to traditional incarceration, the programming
of future prisons, and the redesign and structural adequacy of existing
prison plants.
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The final planning report carries departmental recommendations
(and alternatives) on design, construction and programming in new
institutions, outlines anticipated expansion of community alternatives,
and -1lists remodeling options and structural deficiencies as related
to fire and life safety codes. It is the first all-encompassing
corrections planning document in the state's history, and it gives
the state political administration, the. legislature, and..the public a
basis for decisions on the kind of corrections system California will
have in the future.

Whlle all states have faced in some degree the so-called taxpayer
revolt, no state has encountered more evidence of this movement than
California, the home of Proposition 13.

In the face of unprecedented pressure for spending reductlons,
Jerry Enomoto has steadfastly supported and protected prison programs
which give inmates a chance for change and self-improvement.

As a consequence, California prisons continue to offer an
impressive array of work, education and training programs for 1nmates,
supplemented by scores of specialized 1nmate act1v1ty Pprograms
involving citizen volunteers. - IR

Enomoto has also persevered in the face of controversy in the
always sensitive area of equal employment opportunity for women and
minorities. Under his direction, the California department won a
landmark court decision upholding unusual efforts to increase female
and minority representation in the department work force.

Nearly 60 percent of prisoners and parolees in California are
minorities, a condition which has prompted close attention to the
proportion of minorities on the department payroll.

When Jerry Enomoto became director in 1975, minorities accounted
for 21 percent of the work force. Today, nearly 30 percent of the
employees are minorities. Similar gains have been made in adding
women to the work force. Additionally, minorities: and women now fill
a large number of high level administrative posts. :

While he would be gquick to reject excessive personal credit in
such matters, it also should be noted that during Jerry Enomoto's
tenure as director, California has enacted or sustained procedures
and programs in several areas which have attracted national attention
and served as a guide, at least in degree, for other states.

- These areas of national interest include his department's
extensive program of family or conjugal visiting, his department's
procedures for inmate appeals, inmate classification, and disciplinary
hearings, the news media access procedures of his department, and
the continued emphasis in the Calfornia department on part1c1patlon’
by inmates via advisory councils,
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Other awards and professional achievements:

-- First Asian American to be app01nted head of a Callfornia
department of state government.

H -- Special consultant to American Justice Institute for
classification survey in Kansas Department of Corrections, 1974.

E LI ]

-- Named "Asian American on Move" by Los Angeles City Employees
,A51an American Association, 1975. '

‘ -- Received certificate of honor from the San Francisco Board
of Supervisors in ‘appreciation of distinguished service and merit in
the field of corrections, 1975. -

-- Received pubiic .service award of the San: Franc‘sco Nisei
Voters League, 1975.

-- Received Church of All Nations Community Service Award, 1975.

-- Received Top Hat Award of the Callfornla Federatlon of
Business and Professional Women, 1976.

-- Member of U.S. delegation to the Fifth United Nations
Congress on the Prevention of Crime and the Treatment of Offenders,
Geneva, 1975. '

-- Received awards from various organizations of Black and
Mexican-American citizens for efforts in behalf of affirmative
action, 1978.

--Received award from ex-offender group in California for
efforts in behalf of former offenders, 1980.

The above is by no means a complete account of Jerry Enomoto's

professional and personal accomplishments. However, it is sufficient

to reveal that he is a man of enormous talent and energy who has not
only had a 51gn1f1cant impact on the corrections field, but-who also
has served nobly in other areas of public llfe.s

In the course of his career, he has won the respect and affection of
all who have worked with him. While he heads one of the nation's "
largest prison systems, it is a tribute to his character that he is
consistently described by others as a man of deep human compassion
and sensitivity. :

- . e




THE WHITE HOUSE
WASHINGTON

~ August 28, 1980 .

Dear Senator. Inouye:

The President asked me to acknowledge his receipt of your
- letter of August: 19 strongly recommending- former- President
- Gerald R. Ford for the newly-established Commission on War-
time Relocation and.Internment of Civilians. The President
has noted your suggestions that President Ford's presence
would underscore the importance of the Commission's work
and better equip it to judge the actions of the Roosevelt
administration.

The President appreciates your bringing your recommendations
to his attention and has asked me to forward your letter to
Arnie Miller, Director of the Office of Presidential Personnel,
for careful consideration.

With the President's best wishes,

Sincerely,

e~
Frank Moore '

Assistant to the President
for Congressional Liaison

The Honorable Daniel K. Inouye
United States Senate.
Washington, D.C. 20510
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THE WHITE HOUSE

WASHINGTON
| Electrostatic Copy fade
November 17, 1980 for Preservation Purposes

MEETING WITH SENATOR DANIEL K. INOUYE
Tuesday, November 18. 1980
1:00 p.m. Oval Office
15 minutes

From: Frank Moore

PURPOSE

" Senator Inouye reQuested this meeting with you at the

Leadership Breakfast last week. He then specifically
asked in a follow-up conversation with Frank Moore's staff
for a meeting on Tuesday afternoon.

BACKGROUND, PARTICIPANTS & PRESS PLAN

Background

The expressed purpose of the meeting is a courtesy call, but
there is a possibility that he would want to discuss matters
which are of a substantive nature.

As you know, he was one of our earliest and has been one of our
strongest supporters. He and Senator Huddleston organized the
original 12 Senators who endorsed our reelection when we were
at 19% in the polls. Before and since that time he has been
one of our most effective and willing inside lobbyists. We
have never called on him for a vote that he did not respond
and we have rarely called on him for active lobbying working
with his colleagues that he did not do so willingly. He has
done all of this despite some differences of opinion and
policy which we have had with him and which might have caused
other Senators to turn on us. Specifically, we have vetoed
aquaculture, tourism and maritime bills which he authored.

In return for his help he has asked for virtually nothing.

He is a true friend and Carter loyalist.

Participants

The President
Senator Inouye

Press Plan

White House photo
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than you v

TALKING POINTS

I have not had a better friend in the Congress. I have not
had a’ more loyal supporter and I have not had anyone in
Congress who dld Lnore for ‘me and my reelection effort

I can remember when I was at 19% 1n the polls and you
and Dee Huddleston v151ted w1th practlcally everyone

‘of. your: Democratlc colleagues and ~put together a group
who endorsed ‘me- for- reelectlon in . the face of the
challenge from Senator Kennedy.r ‘This took great courage
on your part. I know | that . ‘there. have been times when
Frank or Dan or I have: asked you for votes on controversial
1ssues, 'votes on which- you were inclined to go against me.
But you seem to always- come’ through even when it was
unpopular with your constltuents.

I can also vividly remember your taking the Carter/Mondale
campaign in Hawaii and making it your own. You told me
that you would carry Hawaii for me and once agaln you came
through.

You did all of these things and you have asked very little
in return. You are a true friend of mine and you have
made my job as President far easier. I treasure your
friendship and personally appreciate all that you have
done in my behalf.



THE WHITE HOUSE
WASHINGTON

November 15, 1980
MR. PRESIDENT:

Al Moses would like to
see you for 5 minutes this
morning. (He'll be out of
town all next week.)' May
I ask him to come on over?
He is at h'é law firm office.

YES " NO

BOB
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Mr. President:
Bill Batoff of Phila.

called to send his best ‘ e

and let you know you are , e W

in his thoughts and prayers. : ‘ ?“i
Phil u “
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regular foreign affairs breakfast
friday, october 17, 1980
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WASHINGTON
11/17/80
STU EIZENSTAT
JIM MCINTYRE
The attached was returned in the
President's outbox and is forwarded
to you for appropriate handling.
Rick Hutcheson

cc: THE VICE PRESIDENT .

LLOYD CUTLER
FRANK MOORE

ADMINISTRATIVELY CONFIDENTIA
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Administratively Confidential

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON. D.C. 20503

NMovember 14, 1980

MEMORANDUM FOR: THE PRESIDENT —/’////
Stuart Eizenstat
FROM: John P. White. i
Eleetmstaﬂc Copy Made
SUBJECT: Proposed Settlement of for Proservation Purposps

Penn Central Litigation

The attached memorandum from the Attorney General indicates that he
plans to enter into final negotiations in the next few days with the
Penn Central Corporation (Penn Central), in an attempt to settle
litigation involving the valuation of property transferred from the
Penn Central Transportation Corporation (PCTC) to ConRail under the
Regional Rail Reorganization Act of 1973, as amended by the Rail
Revitalization and Reform Act of 1976 (Rail Act).

/LI

Background

The Rail Act required the Government to pay Penn Central and other
railroads for the value of property transferred to ConRail, the
corporation that provides rail service in the Northeast. About 80
percent of this transferred property was conveyed by Penn Central. A
Special Court, established by the Act, has been examining the complex
issues involved in determining the appropriate value of this property.
In 1977, the Court urged the parties to explore settlement possibili-
ties. Legal problems associated with the bankruptcy of PCTC delayed
the negotiations, but in early 1979, discussions between the Government
and Penn Central were initiated. The principal issue is the determina-
tion of the value of the Certificates of Value that were provided to
the transferor railroads as compensation for the transferred assets.

The Government initially asserted that the PCTC transferred assets
should be valued at approximately $500 million, while Penn Central
demanded about $12 billion in compensation. This inflated claim has
been substantially reduced during the litigation process, and the
Government attorneys now believe that the Penn Central may be willing
to settle for a fraction of their still-pending claims. A valuation in

the range of $1.36-$1.50 billion as of April 1, 1976, may be acceptable
to Penn Central.

Advantages of a Settlement

Given the magnitude of the claims, the probability of adverse
determinations on a number of outstanding issues before the Court,
and the high cost of continuing the litigation (about $20 million

Administratively Confidential




Administratively Confidential 2

annually for the Government), the Attorney General believes this is
an advantageous settlement. The Secretary of the Treasury and the
Chairman of U.S. Railway Association (U.S.R.A.) concur.

Government attorneys believe this is a propitious time to conclude a
settlement because the Penn Central is eager to have the cash available
from a settlement to pay off outstanding claims, and to proceed with
its other corporate acquisition plans. A pending corporate merger
involving Penn Central would be favorably affected by a settlement in
the next few days. Furthermore, Penn Central recognizes that settle-
ment negotiations would have to begin anew with a new Administration.

On the other hand, tax rulings which may reduce Penn Central's
willingness to agree to a settlement in the $1.36-$1.50 billion range
were issued by IRS this week. These rulings affect the tax treatment
of the proceeds from the settlement. Special Court approval of this
settlement would also be required, but is not expected to be a problem
if Penn Central is willing to proceed.

Financing the Settlement

A settlement of $1.5 billion, with accrued interest to the date of
redemption of the Certificates of Value, would increase FY 1981 budget
authority and outlays, and therefore the deficit, by $2.16 billion.
The redemption would be financed by a Department of Transportation
borrowing from the Treasury, as permitted under the Rail Act.
Subsequently, the Department of Transportation would seek a
congressional appropriation to liquidate its Treasury loan.

Possible Adverse Consequences of Settlement

Although there is general agreement among Justice, Transportation,
Treasury, U.S.R.A., and Executive Office staff that a settlement in
this range would be in the best interests of the Government, adverse
reaction to a settlement can be anticipated. Critics may argue that
the Government has legally nationalized ConRail since the Penn Central
would convey its ConRail stock to the Government as part of this
settlement. They may also assert that the Rail Act did not assume
payments of this magnitude, and complain that the payments are being
made through a back-door mechanism without specific congressional
approval. Finally, some may allege that billions of tax dollars are
being spent to pay off banking, insurance and other interests.

There are good responses to these charges. (1) ConRail has been, de
facto, a nationalized company since the Rail Act, and transfer of the
stock, at least for a temporary period, is necessary to assure that the
Government does not have to spend additional billions in future
litigation if further restructuring of ConRail is required. (2) The

Administratively Confidential
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Rail Act assumed that ConRail would become profitable, causing the
value of ConRail stock held by the Penn Central to appreciate; since °
this has not happened the Government must compensate for the seized
assets with a cash payment. (3) The law clearly permits the proposed
settlement, and a settlement contingent upon favorable congressional
action would be unacceptable to the litigants. (4) The Penn Central
settlement will primarily pay off legitimate debts of former creditors
of the bankrupt PCTC and a significant portion of the settlement will
actually return to the U.S. Treasury as liabilities of the PCTC to the
Government are paid off.

Conclusion

There is general agreement among the Executive Branch agencies and
private Government counsel, that a 1976 valuation of up to $1.5 billion
(aggregating with interest to $2.16 billion in 1981) is a favorable
settlement of Penn Central's litigation claims against the Government.
The Attorney General believes he has the power to authorize such a
settlement, which would extinguish about 80 percent of the valuation
claims against the Government. However, since negotiations for
settlement may be concluded by November 16, please let us know if you
wish to discuss this matter further with the Attorney General or other
affected agency heads, so we can arrange a meeting as soon as
possible.

Attachment

Administratively Confidential
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INFORMATION MEMOﬁANbUM TO THE PRESIDENT
SUBJECT: Settlement of Rail ValuationvCase

Attached is a Background Paper detailing a proposed set-
‘tlement of litigation between the United States, the United
States Railway Association (USRA), and the Penn Central
" Corporation involving payment to Penn Central for its former
. railway properties which have been subsequently transferred
to ConRail. Under the Regional Rail Reorganization Act of
1973, as amended by the Rail Revitalization and Regulatory
Reform Act of 1976, the Government is obligated to pay
Penn Central and other transferor railroads the value of
the property ultimately transferred to ConRail. A Special
Federal Court was established to determine that value, and
the Government has been 1nvolved ‘in proceedingS-before that
Court. since 1976. Settlement. would terminate a major por-
tion of the pending litigation and save the Federal Govern-
ment millions of dollars in litigation costs,‘including
substantial payments to: private consultants and -law firms.
It would also facilitate settlement with the remaining
transferor railroads, and enable the United States to ‘under-
take action to restructure ConRail operations.

. Penn Central transferred approximately 80% of the total
rail properties conveyed to ConRail. 1In exchange, Penn Cen-
tral is entitled to an. allocation of ConRail Stock and Cer-
tificates of Value, which are obligatlons of USRA. The Con-
Rail’ stock is ‘now valueless. ~The Certificates of Value are
.intended to ensure that the transferor railroads are compen-
@Hsated at the minimum amount required by . the Constitution.

The- Spec1a1 Court 1is charged with detérmining, among other

"“thlngs, the dollar amounts that must be assigned to the

E Certificates of Value in. order to meet Constitutional require-
ments.j o : :

~;Under tne'proposed‘settlement, the Government parties
would redeem the Certificates of Value immediately at an



amount to be determined through negotiation with Penn Cen-
tral. With the concurrence of the Office of Management

and Budget, the Department of the Treasury, the Department

of Transportation, and USRA, I have authorized our negotia-
tors to enter into a settlement with Penn Central at the
lowest possible value, but not to exceed $1.5 billion for

the Certificates of Value as of April 1, 1976. With accrued
interest, such a settlement would increase the FY 1981 deficit
by up to $2.16 billion, although no Congressional action is
required to settle.

Penn Central would also agree to transfer to USRA the
ConRail stock to which it is entitled. The transfer of the
stock will enable the Federal Government to undertake a
ma jor restructuring of ConRail--action which is necessary
because of ConRail's chronic unprofitability and heavy
reliance on Federal funding.

Penn Central has shown great interest in settling the
litigation, provided certain Revenue Rulings requested by
Penn Central from the Internal Revenue Service were favorable
to Penn Central. The rulings were issued on November 12 and
were not favorable to Penn Central. Thus a settlement does
not appear to be as likely as it would have been otherwise.
However, a settlement in that range under these circumstances
would be even more favorable to the Government. Before an ’
announcement of the agreement, key Senators and Representa- ::] p///
tives will be informed of the terms of the settlement.

The Departments of Transportation and Treasury, the
Office of Management and Budget, and USRA agree that the
proposed settlement is in the best interests of the Government.
I believe that I have the necessary authority to enter into the
settlement on behalf of the United States, and that the terms
of the settlement and actions of Federal agencies required
thereby are not inconsistent with the Rail Act or other
applicable law.

in R. Civiletti
ttorney General

w/ ////’ﬂ
/>



BACKGROUND PAPER ON PROPOSED SETTLEMENT

OF RAIL VALUATION CASE

In the late 1960's and early 1970's several railroads
in the northeast and the midwest, 1/ including the Penn
Central Transportation Company (PCTC), sought reorganiza-
tion under Section 77 of the Bankruptcy Act. By early 1973
it became apparent that it would not be possible to reor-
ganize the PCTC under Section 77 and other applicable laws
since the financial problems of the railroad required a
substantial physical restructuring of the system and both
financial restructuring and large scale Federal investment.
Existing laws were inadequate to restructure expeditiously
the physical system, and there was no vehicle for making
the requisite Federal investment. 1In response to this
problem, Congress enacted the Regional Rail Reorganization
Act of 1973 (Rail Act). 2/

The Rail Act established the United States Railway
Association (USRA) 3/ to devise a plan for physically
restructuring the rail systems of the PCTC and those other
railroads in the northeast whose problems could not be
adequately addressed under existing law. Pursuant to the
Rail Act, USRA prepared a "Final System Plan" which called
for the conveyance of designated rail properties of the
bankrupt railroads to the Consolidated Rail Corporation
(ConRail), a new entity, and to certain profitable railroads,
in exchange for securities of ConRail, a limited amount of
securities of USRA and cash from the profitable railroads.
The plan called for large Federal investments in ConRail.
Amendments to the Rail Act contained in the Raill Revitaliza-
tion and Regulatory Reform Act of 1976 provided that the
transferors of property would receive new securities of
USRA called Certificates of Value to guarantee that the
total package of compensation for the conveyed rail properies
would meet what Congress then believed would be minimum
constitutional requirements. 4/ Under Section 306 of the
Rail Act, as amended, the Certificates of Value to be received
by each transferor will be in a principal amount equal to
the April 1, 1976, net liquidation value of the conveyed
properties of that transferor, plus any compensable unconsi-
tutional erosion which may have occurred in the estate of
that transferor by the conveyances under the Rail Act. These
values are to be determined by a Special Court established
under the Rail Act. The principal amount of the Certificates



then accrues interest at a compounded annual rate of 8%

from April 1, 1976, to the date of redemption which may be

no later than December 31, 1987, but may be set for an earlier
date by joint action of the Board of Directors of USRA and

the Finance Committee of the Board. 5/ The Certificates of
Value will be redeemed at their principal amount, plus accrued
interest, less the market value at the redemption date of

the ConRail securities allocable to the transferor. The
securities of ConRaill to be received by transferors are now
without value and are unlikely to have any significant value
in the foreseeable future.

The designated rail properties of the bankrupts were
conveyed to ConRail and the profitable transferees on April
1, 1976, and ConRail securities, Certificates of Value without
component values, and cash compensation from profitable
transferees were deposited with the Special Court. Valuation
proceedings were then commenced in the Special Court to
determine the constitutional minimum value of the conveyed
properties, 6/ and to establish the component values of
the Certificates of Value to be received by each transferor.
The Court will also allocate the deposited ConRail securities
among all transferors. Those proceedings have been underway
for almost five years and a final litigated decision will
not be reached until the mid-1980's.

In a decision handed down on October 12, 1977, the Special
Court urged the parties to the valuation proceedings to explore
the possibilities for settlement of the case. Our position has
been that a settlement should first be attempted with PCTC, the
transferor of approximately 80% of the conveyed properties.
However, since PCTC was at that time in bankruptcy proceedings
before the United States District Court for the Eastern District
of Pennsylvania, and any settlement of the valuation case
may have required approval by that court as well as by the
Special Court, substantive negotiations were postponed until
the company was reorganized as the Penn Central Corporation
(Penn Central) on October 24, 1978.

SETTLEMENT PROCESS

In early 1979 settlement negotiations were resumed with
Penn Central. In mid-1979 the attorneys for the Government
began preparing detailed analyses of major issues which would
be involved in or affected by a settlement of this litigation
with Penn Central. In February, 1980, they transmitted to the
Attorney General a set of memoranda which analyzed: (1) the
advantages and disadvantages of a settlement at this time;
(2) the litigation risks to which the Government is exposed;
(3) the disposition which should be made of the ConRail
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securities to which Penn Central is entitled under the Rail
Act; and (4) certain tax implications of a settlement. Copies
of those memoranda were circulated to all involved agencies and
offices.

After receiving that analysis, the Justice Department con-
ducted a series of detailed briefings of representatives of
the Treasury and Transportation Departments and of the Office
of Management and Budget, and obtained their views and recom-
mendations with respect to the major policy issues involved
in a settlement. During the course of negotiations those
entities were kept informed of developments affecting their
interests. The nonmonetary aspects of the proposed final
settlement have their support and they have no objection to
the monetary range in which settlement is contemplated.

Negotiations are being conducted for the Government by a
team now headed by Stephen Ailes of the law firm of Steptoe
and Johnson, under the general direction of the Associate
Attorney General, John H. Shenefield. Mr. Ailes succeeded to
the position as the Government's chief negotiator when Lloyd
Cutler became Counsel to the President in 1979. Penn Central
has been represented in the negotiations by its Chairman
Richard Dicker and by attorneys from the law firms of Covington
and Burling in Washington and Willkie, Farr and Gallagher in
New York.

TERMS OF SETTLEMENT

The Government's negotiating team has now reached an
agreement with the representatives of Penn Central on sub-
stantially all the nonmonetary issues involved in a settle-
ment. That agreement, a copy of which is appended as Attach-
ment No. 1, provides as follows with respect to principal
nonmonetary policy issues:

1. The Certificates of Value to which Penn Central is
entitled will be redeemed upon their delivery to Penn Central.
2. The ConRail securities allocable to Penn Central
under the Rail Act are without value at this time. Accordingly,

on the redemption of the Certificates of Value to which Penn
Central is entitled there will be no deduction from the base
value of these Certificates on account of such securities.

3. Penn Central will assign the ConRail securities
allocable to it under the Rail Act to a recipient to be
designated by the Departments of Treasury and Transportation
at the closing.

Immediate Redemption

In the opinion of all involved agencies, immediate redemp-
tion of the Certificates of Value to which Penn Central is
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entitled is advantageous to the Government since such redemption
resolves a difficulty presented by the low interest rate on
the Certificates of Value. Our analysis has concluded that

in view of the 1987 redemption date and the 8% interest

rate, the Certificates of Value would have a market value
considerably below their face value plus accrued interest.
Thus, even if the April 1, 1976, principal amount of the
Certificates of Value were equal to the constitutional minimum
to which Penn Central would have been entitled if paid in
cash on that date, the current value of the Certificates

could well be inadequate to afford Penn Central its constitu-
tional entitlement. It is the view of the involved agencies
that early redemption of the Certificates of Value is a more
desirable solution to this problem than either increasing ,
the interest rate, inflating the April 1, 1976, value of the
properties, or permitting a deficiency judgment to be entered
against the United States in the Court of Claims. Early
redemption is also advantageous since it may result in the
expiration, unused, of substantial tax loss carryforwards
which will become available to the Penn Central, 1n the

event the loss recognized on redemption of the Certificates

is afforded ordinary loss treatment. Redemption also provides
an opportunity for the Government to acquire the ConRail
securities which, for the reasons discussed below, is advan-
tageous to the Government.

The alternative of increasing the interest rate on the
Certificates of Value in order to eliminate any difference
between their face value and their current market value
would require Congressional action. Penn Central has re-
peatedly stated that it is not prepared to enter into any
settlement agreement which is contingent upon Congressional
action, at least without including a contingency amount in
the settlement price to cover any Congressional "whittling"
which may occur.

The alternative of inflating the April 1, 1976, value
of the conveyed properties of the Penn Central may establish
undesirable precedents in other cases. It may also present
statutory difficulties since the Special Court is not per-
mitted to include an additional amount in the net liquida-
tion value of the conveyed properties on account of the
inadequate interest rate on the Certificates of Value.

The difference between the face value and the market
value of the Certificates with their 8% interest rate and
1987 redemption date could be paid to Penn Central through
entry of a deficiency Jjudgment in the Court of Claims. This
procedure, however, would not lend itself to acquisition of
the ConRail securities by the Government, and would leave
Certificates of Value trading in the public markets which
Treasury believes should be avoided if possible.



Acquisition of ConRail Securities

Acquisition of the ConRail securities by the Government,
without cost, is in the interest of the United States because
of the poor financial performance of ConRail. As mandated by
Congress, USRA is now undertaking a study of ConRail to
determine what steps need to be taken to remedy its chronic
unprofitability and reduce or eliminate its reliance on
Federal funding. While no recommendations have yet been
made, substantial further restructuring of the rail system
may be required as well as major adjustments to the capital
structure of the corporation. If the ConRail securities are
in the Government's hands, both processes would be consi-
derably simplified and the possibility of a second round of
valuation litigation eliminated.

While the Rail Act contemplated that the ConRail
securities would provide the bulk of the compensation to
which the transferors would be entitled for their conveyed
properties, ConRail's financial failure has eliminated any
prospect that the securities will have any value for that
purpose. ConRail has no going concern value and any liqui-
dation values realizable would be consumed by higher priority
debts and other securities held by the Government. Thus,
acquisition of the ConRail securities will not result in the
payment of any additional cash amount by the United States
in redemption of the Certificates of Value.

Value of Conveyed Properties

No agreement has yet been reached by our attorneys with
Penn Central with respect to the April 1, 1976, value of the
conveyed properties and the other components of the Certi-
ficates of Value--the compensable unconstitutional erosion
suffered by the estate of the Penn Central and the value of
other benefits conferred on the estate by the conveyances
under the Rail Act.

A decision of the Special Court in April, 1977, on the
principles to govern the determination of compensable un-
constitutional erosion suggests that it is unlikely that
the Court will recognize any substantial compensable
unconstitutional erosion as having occurred in the estate of
the Penn Central, though it left the door open for Penn Cen-
tral to attempt to make the requisite factual showing. The
Special Court's decision on applicable principles is still
subject to review by the Supreme Court. Under the theories



of value which the Govermment's attorneys have been advancing,
most of the potential components of the "value of other
benefits" conferred upon Penn Central by the conveyances under
the Rail Act are being taken into account in determining the
net liquidation value of the conveyed properties.

Under these circumstances, the Attorney General will not
approve any settlement agreement which affords Penn Central
any compensation for alleged compensable unconstitutional
erosion. He has been informed by the Government's attorneys
that it 1s thus unlikely that Penn Central will consent to
any agreement which contains substantial deductions on
account of the value of other benefits. The principal and
probably only component of the base value of the Certificates
of Value will be the April 1, 1976, net liquidation value of
the conveyed properties, and the accrued interest thereon
at a compounded annual rate of 8% from April 1, 1976.

The analysis of litigation risk that our attorneys have
prepared, and which the Attorney General has reviewed and is
satisfied was performed in a satisfactory manner in light of
the circumstances, led to a conclusion that a decision by
the Special Court valuing the conveyed properties of the
Penn Central as of April 1, 1976, in excess of $1.5 billion
is more probable than a decision valuing the properties
below that amount. The Government attorneys believe that
a good opportunity is now presented to reach a settlement at
or below that figure.

Penn Central has recently shown great interest in settl-
ing this litigation. Since its reorganization in October,
1978, it has embarked upon a major program of acquisitions,
acquiring Marathon Manufacturing Co. in 1979, and proposing
to acquire GK Technologies, Inc. in December, 1980. Penn
Central's attorneys have represented that it would be advan-
tageous to it to settle the valuation litigation before it
concluded the GK Technologies acquisition. A settlement of
the valuation litigation would enhance the value of Penn
Central securities which are to be used to pay GK Technolo-
gies, thus reducing the number of such securities to be
issued. To whatever degree this is correct, the Government's
attorneys believe an opportunity is presented to settle
this case with Penn Central on favorable terms to the Govern-
ment, provided that a settlement is concluded prior to ac-
quisition by Penn Central of GK Technologies. The Govern-
ment attorneys understand that, in order for the settlement of
this litigation to benefit the value of the Penn Central
securities to be used in the acquisition, it must be concluded
no later than November 14, 1980.

With the approval of Dr. White of the Office of Management
and Budget, Secretary Miller, Secretary Goldschmidt and the



Chairman of the Board of Directors of USRA, the Attorney Gen-
eral has informed the Government's attorneys that he will sign
a settlement agreement with Penn Central on behalf of the
United States which incorporates the terms with respect to
redemption of the Certificates of Value and acquisition of

the ConRail securities by the Government discussed above,

and which values the conveyed properties of the Penn Central

as of April 1, 1976, at no more than $1.5 billion, and provides
for no compensation for compensable unconstitutional erosion
and no offset for other benefits conferred upon Penn Central.

The Board of Directors of USRA at its November 6, 1980,
meeting passed a resolution authorizing the Chairman of the
Board to execute such a settlement agreement on behalf of
USRA. The Board of Directors also passed a resolution
authorizing the redemption of the Certificates of Value upon
their delivery to the Penn Central at a closing under the
settlement agreement. The Chairman of the Board of Directors
of USRA, Secretary Miller and the designee of Secretary
Goldschmidt, Thomas G. Allison, the General Counsel of the
Department of Transportation, as members of the Finance
Committee of USRA, have signed a resolution of the Committee
joining in the call for redemption of the Certificates of
Value, a prerequisite under the Rail Act to their early re-
demption. The sole remaining matter is to reach agreement
with Penn Central on the April 1, 1976, net liquidation value
of the conveyed properties and other components of the prin-
cipal amount of the Certificates of Value to be inserted
therein by order of the Special Court.

The Government attorneys have informed the Attorney Gen-
eral that Penn Central is unlikely to settle the case for an
April 1, 1976, valuation of the conveyed properties less
than approximately $1.36 billion. This is the amount which
would be required for the valuation case proceeds to be
sufficient to redeem all the securities issued under Penn
Central's October 1978, plan of reorganization. Any settlement
of the litigation which does not redeem the lowest ranking
such securities would invite litigation by the holders against
Penn Central. In the absence of convincing evidence that a
worse result would obtain if the valuation litigation were
pursued to a conclusion, Penn Central i1s unlikely to incur
that risk.

The Government attorneys believe that there is a good
opportunity within the next few days, and no later than Novem-
ber 16, to reach an agreement with Penn Central on an April
1, 1976, value of the conveyed properties between $1.36
billion and $1.5 billion. If such an agreement can be reached
and made part of a settlement agreement incorporating the
collateral terms discussed above, the Attorney General proposes
to approve the settlement, and, in conjunction with USRA



and the Departments of Treasury and Transportation, to make
the appropriate public announcement. It is anticipated that
before a public announcement 1s made the Government attorneys
will be able to provide a briefing for key House and Senate
committee chairmen and ranking minority members with respect
to the terms of the settlement. Penn Central believes, and
the Government attorneys concur, that a public announcement
of the settlement must be made as soon as possible after
final agreement 1s reached since the value of many securities
trading in the public markets will be affected by the settle-
ment.

A settlement of $1.5 billion, with accrued interest to
the date of redemption of the Certificates of Value, would
increase the FY 1981 deficit, both budget authority and
outlays, by $2.16 billion. The redemption would be financed
by a borrowing transaction under Section 210(e) of the Rail
Act, as amended by the Staggers Rail Act of 1980, and an
appropriation sought to liquidate the borrowing as soon as
practicable.



1l/ The railroads were the Central Railroad Company of New
Jersey, the Boston & Main Company, the Penn Central Trans-
portation Company, the Reading Company, the Erie Lackawanna
Railway Company, the Lehigh Valley Railroad Company, the Ann
Arbor Railroad Company and the LeHigh and Hudson Railroad
Company.

2/ 45 U.S.C. 701 et. seq.

3/ USRA is a government corporation of the District of
Columbia. On its board of directors are the Secretaries of
Treasury and Transportation and the Chairman of the Interstate
Commerce Commission. Seven private members are drawn from
industry, labor and governmental sources and, with the Chair-
man, are appointed by the President with the advice and
consent of the Senate.

4/ Section 306 of the Rail Act.

5/ The Finance Committee consists of the Chairman of the
Board and the Secretaries of Treasury and Transportation.

6/ There is a possibility that even under the Rail Act as
amended the Court could find that the compensation afforded
the transferors would not meet minimum constitutional require-
ments. This could occur if the Court found that the con-
stitutional minimum value of the properties conveyed was
greater than their net liquidation value, or if the Court
found that "other benefits" were not an adequate form of
compensation for constitutional purposes. The Penn Central's
claim for additional compensation will be waived as part of
the settlement.
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SETTLEMENT AGREEMENT dated as of the __ day of

, 1980 among THE UNITED STATES OF
AMERICA (the "United States"), ﬁNITED STATES RAILWAY
ASSOCIATION ("USRA"), THE PENN CENTRAL CORPORATION . ("Penn
Central"), thé Persons listed in Appendix A-1 (on whose
behalf fhis Agreement is being executed by‘Penn Centr;l),
and the Persons listed in Appendix‘A—Z who become Parties

in the manner specified in Section 3.02.

WITNESSETH

WHEREAS,

A. On June 21, 1970, Penn Central Transportatiéﬁfkf”>

Companf’filed a petition for reorganization under Section 77

of. the Bankruptcy Act in the United States District Court

for the Eastern District of Pennsylvania, which thereafter

appqinted trustees of its property. N
B. On July 12 and 14, 1973, the Seéondary Debtors

(as defined, as are other terms capifalized in this Agree-

menﬁ, in Article I) filed petitioné for reorganization under

Section 77 of the Bankruptcy Act inJConjunction with the

reorganization of Penn Central Transportation Company.

. »DETERMINED TO BE AN ADMINISTRATIVE MARKING
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C. The Rail Act, which became law on January 2,

1974, provided, inter alia, for the creation of USRA, the

Special Court, and Conrail; ‘the preparation by USRA of
the Final System Plan; the designation by USRA of Rail
Properties to be transferred to Conrail and other Trans;
ferees; the deposit with the Special Court, by Conrail and
other Transférees, of consideration to be exchanged for
these Rail Properties; and the determination by the Special
Court of the fairness and equity of these exchanges.

D. The Railroad Revitalization and Regulatory
Reform Act of 1976, which became law on February 5,

1976, amended the Rail Act to provide, inter alia, for

the issuance of Certificates of Value by USRA and their
guarantee by the Secrétary, deposit witﬁ the Special Court,
distribution, and redemption.

E. On March 12, l976,upursuant to Section
209 (c) of the Rail Act and an order of the Special
Court entered on March 1, 1976, USRA delivered to the
Special Court a certified copy of the Final System Plan
and a Certification as to (1) Rail Properties to be trans-
ferred to Conrail and conveyed to Profitable Railréads
and (2) the amount, terms, and value of the Conrail
Securities and Cerfificates of Value to be exchanged for

Rail Properties transferred to Conrail.



F. 'On March 22, 1976, pursuant to
Section. 306 (a) of the Rail Act and the 6rder of the
Special,Court entered on March 1, 1976, USRA deposited
with the Special Court a Supplement to the Certification
of March 12, 1976 and an instrument, in the name of the
Clerk of the Special Court as Custodian, evidencing
31,740,373 Certificates of Value allocated among 72 Trans-
ferors of Rail Properties.

G. On March 22, 1976, pursuant to
Section 303(a) (1) of the Rail Act and the order of the
Special Court entered on March 1, 1976, Conrail deposited
with the Special Court two stock certificates, in the name
of the Clerk of the Special Court as Custodian, evidencing
the Conrail Securities (25,000,000 shares of Common Stock
and 31,740,373 shares of Class B Preferred Stock) to be
exchanged for Rail Properties to be transferred to Conrail.

H. On March 22, 1976; ﬁuééggnt to
Section 303 (a) (2) of the Rail Act, Transferees other
than Conrail deposited compensation to be paid for Rail
Properties purchased by them.

I. On Aprii i, 1976, pursuant to |
Section 303 (b) of the Rail Act, the Special Court issued

an order for, among other things, the transfer and con-

veyance to the Transferees of Rail Properties by Penn




Central Transportation Company, by the Secondary Debtors,
and by other Persons leased, operated, or controlled by
Penn Central Transportation Company or the Secondary
Debtors; and Penn Central Transportation Company, the
Secondary Debtors, and these other Persons made such
transfers and conveyances.

J. On-April 28, 1976, pursuant to
Section 301(g) of the Rail Act and én ofder of the
Special Court enterea on March 31, 1976, the Special
Court appointed voting trustees for the Conrail Securi-
ties deposited by Conrail, and thereafter, pursuant to
the order of the Special Court entered on March 1, 1976,
the Clerk of the Special Court surrendered to Conrail
the two stoék certificates evidencing the Conrail Securi-
ties, and Conrail issued and delivered to the Clerk new
certificates, in the names of thé voting tfustees,
evidencing the same numbeﬁs.of Conrail Seéurities.

K. On November 24,_1976; USRA filed in the
Special Court a Correction to Certificatioh; and thereafter,
pursuant to an order of the Special Court entered on
December 15, 1976, USRA deposited a corrected instrument,
in the name of the Clerk of the Special Court, evidencing
31,740,374 Certificates of Value allocated among 73 Trans-
ferors of Rail Properties and Conrail deposited a stock
certificate, in the name of the voting trustees, evidencing

31,740,374 shares of Series B Preferred Stock.




L. On various dates, the Special Court ordered
and various Persons executed documents correcting the
.descriptions of transfers and conveyances made on
April 1, 1976.

M. Since April 1, 1976, the Special Court has
been conduéfing proceedings pursuant to Sections 303(c)
and 306 of the Rail Act, to which the Parties to this
Agreement are parties; involving claims that are a subject
of this Agreement.

N. .No cash dividends have been paid on Series B.
Preferred Stock or Common Stock.

O. As a result of sales or leases by Coﬁiail of
~Rail Properties transferred to Conrail, certain Penn
‘Central Transferors have received the amounts set forth in
 Table 3.

P. On October 24, 1978, plans of reorganization
of Penn Central Transportation Company and the Secondary
Debtors were consummated, Penn Central Transportation
Company was renamed The Penn Central Corporation, and Penn
Central succeeded to the interest of the trustees of Penn
Central Transportation Company in claims that are a subject
of this Agreement.

Q. On March 20, 1980, the Special Couft entered

an order for distribution of one Certificate of Value and




one share of Series B Preferred Stock to a Transferor that
is-not a Penn Central Transferor.

R. As a result of the order of the'Special
Court entered on March 20, 1980, there remain on deposit
with the Special Court (1) an instrument, in the name of
' the Clerk of the Special Court, evidencing 31,740,374
Certificates of Value with a notation thereon by the
Clerk that the number of Certificates of Value evidenced
thereby has been reduced to 31,740,373, (2) a Conrail
certificate, in the name of voting trustees, evidencing
31,740,374 shares of Series B Preferred Stock with a
notation thereon by the Clerk that the number of sﬁﬁres
‘-evidenced thereby has been reduced to 31,740,373, and
(3) a Conrail certificate, in the name of voting trustees,
evidencing 25;000,006 éﬁafes 6f Caﬁmon Stock.

S. On June 30, 1980, Penn Cenfral filed a .
petition in the United States Court of Claims, on behalf
of itself and other Penn Central Transferors, seeking
compensation under the Fifth Amendment to the Constitution
of the United States with respect to claims that are a

subject of this Agreement.




T. At the invitation of the Special Court the
_Parties have been considering settlement, and the Parties
have now conclﬁdeé that their respective interests would
be better served by the settlement provided for in this

Agreement than by continuing to litigate claims that are

the subject of this Agreement.
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NOW, THEREFORE, the Parties hereby agree as

follows:

ARTICLE I

DEFINITIONS AND RULES OF CONSTRUCTION

Section 1.01. Definitions. For all purposes

of this Agreement, unless the context otherwise requires:
"Approval Order" means an order of the Special

Court making the findings required by Sections 303 (c) and

306(c) of the Rail Act with respect to Penn Central Trans-

ferors and directing the Clerk of the Special Court to
distribute Certificates of Value in the aggregate Principal

Amount of $ : -, Conrail Securities, and Other

“Compensation to Penn Central Transferors in accordance

- with Sections 6.02(c) and 6.04.

"Base Value" of Certificates of Value to

" be distfibutéd to a Penn Central Transferor means, as of

any date, their éggregate Principal Amount plus CV

Interest to that date.

"Certificate of Value" means a certificate
issued by USRA and deposited with the Special Court
pursuant to Section 306 of the Rail Act and includes
the guaranty of the Secretary thereon.

- "Closing" means the completion of the steps

specified in Section 6.02(c).




"Closing Date" means the date for the Closing
specified in, or selected or agreed upon in accordance

with, Section 6.01.

"Common Stock" means one or more shares of the
authorized and issued common stock of Conrail.

"Conrail" means Consolidated Rail Corporation,

a Pennsylvania corporation established pursuant to Section
301 (a) of the Rail Act.

"Conrail Securities" means Common Stock or Series
B Preferred Stock or both.

W "CUE" is an abbreviation for "compensable uncon-
stitutional erosion" and has the same meaning as that term
has in Sections 303(c) and 306 of the Rail Act.

"CV Interest" means interest from April 1, 1976
at the rate of eight percent per annum,_computed on the
basis of a 365- or 366-day year, as the‘casé méy be, and
compounded on December 31, 1976 aﬁd'each December 31 there-
after, on the Principal Amount of oné or moré Certificates
of Value. |

"Final System Plan" has the meaning set forth in
Section 102(6) of the Rail Act.

"Finance Committee" means the Finance Committee
of the Board of Directors of USRA established by Section

201 (i) of the Rail Act.



"Government Parties" means the United States and
USRA.

"NLV" is an abbreviation for "net liquidation
value" and has the same meaning as that term has in Sec-
tion 306 of the Rail Act.

"Other Compensation" means the amounts deposited
with the Special Court by Transferees other than Conrail
pursuant to Secﬁion_303(a)(2) of the Rail Act, plus any
income earned on such amounts while on deposit.

"Parties" means the United States, USRA, Penn
Central, the Persons listed in Appendix A-l; and the
Persons listed in Appendix A-2 who become parties in the
manner‘specified in Section 3.02.

"Penn Central" means The Penn Central Corporation,
a Pennsylvania corporation.

"Penn Central System" means the Rail Properties
at any time owned, leased, or controlled by Penn
Central Transportation Company; by a Secondary Debtor;
by a Person leased, operated, or otherwise controlled by
Penn Central Transportation Company or a Secondary
Debtor; or by Penn Central. |

"Penn Central Transferor" means Peﬂn Central or

any of the Persons listed in Appendix A-1l or Appendix A-2.




"Penn Central Transportation Company" means the
Debtor in Proceedings for the Reorganization of a Railroad,
No. 70-347, United States District Court for the Eastern
District of Pennsylvania.

"Person" means an individual, corpdration,
partnership, joint venture, trust, unincorporated organiza-
tion, association, or government, or any agency or sub-
division of a government.

| "Principal Amount" of Certificates of Value
to be distributed to a Penn Central Transferor means their
aggregate face amount as of April 1h.1§76,‘determined by
following the steps pfescribed in Sectioh.306(c)(4)(A),
(B), and (C) of the Rail Act. -
L "Profitable Rallroad" has the meaning set forth
~+in Sectlon 102(11) of the Rall Act. 7 |
| "Rail Act" means the Regibnal Rail Réorganization
.Act of 1973, as amended to the date of this Agreement.

"Rail Properties"vhas the meaning set forth in
Section 102(12) of the Raii Act.

"Redemption Date" means the date determined and
specified jointly by the Board of Directors of USRA and
the Finance Committee in accordance with Section 306 (c) (1)
of the Rail Act for redemption of Certificates of Value

to be distributed to the Penn Central Transferors.




"Redemption Price" of Certificates of Value
distributed to a Penn Central Transferor means their Base
Value as of their Redempfion Date minus the Statutory
Adjustment.

"Reorganization Court" means the United States
District Court for the Eastern District of Pennsylvania
sitting in proceedings for the reorgapization of Penn
Central Transportation Company and the Secondary Debtoré.

7"Responsible Person" has ﬁhe same meahing.as
"responsible person" has in.Section 303(b) and (c) of
the Rail Act. - | ’

“Seéondary Debtor" means one of the fifteen Penn
Central Transferors indicated by an asterisk in Appehdix A-1.

"Secretary" means the Secretary of Transbortatioﬁ
of the United Statés.

| "Series B Preferred Stock" means ohe or more
vshares 6f the authorizea and issued.Series B Preferred
Stock of Conrail.
| "Special Court" means the court that is described

in.Section 209(b) of the Rail Act.




"Statutory Adjustment" means the amount, if any,
to be subtracted, under Section 306(c) (2) of the Rail Act,
from the Base Value of Certificates of Value distributed
to a Penn Central Transferor, in order to arrive at their
Redemption Price.

"Subsequent Closing" means the completion, in
accordance with Section 6.04, of the steps specified in
Section 6;02(0) with respect to a Penn Central Transferor
listed in Appendix A-2 with respect to which the effective-
ness of the Approval Order was stayed at the time of the
Closing. A

"Sﬁbéeéuentfélb;iné.bétéﬁ ﬁeané a date for a
Subsequent Closing specified in accordance with Section 6.04.

"Transferee" means C;;;;iimgr-;gé Profitable
Railroad, State, or Responsible Person to which Rail Prop-
erties were transferred or conveyed by,ofder of the Special
Court under Section‘303(b) of the Rail Act.

"Transferor" means a Person whose Rail Prop-
erties wére transferred or conveyed by order of the Special'
Court under Section 303(b) of the Rail Act.

"USRA" means United States Railway Association,
the incorporated nonprofit association established by
Section 201 (a) of the Rail Act as a government corporation
of the District of Columbia.

"VOB" is an abbreviation for "value of other
benefits" and has the same meaning as that term has in

Section 306(c) (4) of the Rail Act.
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Section 1.02. Gender and Number; References.

Except where the context otherwise requires, words import-
ing one gender include the other genders, and words
importing the singular number include the plural number,

and vice versa. Except as dtherwise'indicated, references
to sections, subsections, paragraphs, and other,subdivisions
refer to subdivisions of this Agreement, and references to
Appendices, Tables, and'Exhibits refer to attachments to

this Agreement. -
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ARTICLE II-

REPRESENTATIONS AND WARRANTIES; OPINIONS OF COUNSEL

Section 2.01. Representations and Warranties of

Penn Central. Penn Central represents and warrants to each

of the Government Parties as follows:

(a) Penn Central is a corporation duly organized,
validly‘existing, and in good standing under the laws of
the Commonwealth of Pennsylvania, with full corporate power
to execute, deliver, and perform this Agreement.

(b) All corporate action necessary to authorize
each Penn Central Transféror to execute, deliver, and
pérform this Agreement has been. (or, in the case of a Penn
Central Transferor listed in Appeﬁdix A-2, will at the time
of its execution and delivery of a counterpart of this
Agreemeht have been) duly and properly taken.

. (c) Penn Central is authorized to execute and
deliver this Agreement on behalf of each Penn Central
Transferor listed in Appendix A-1, and at the time of execu-
tion and delivery of a counterpart of this Agreement on
behalf of each Penn Central Transferor listed in
Appendix A-2 as provided in Section 3.02, Penn Central or
such other,Pe;son as so executes and delivers this Agreement

will be authorized to do so.
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(d) This Agreement has been (or, in the case of
a Penn Central Transferor listed in Appendix A-2, will
upon its execution and delivery of a counterpart of this
Agreement have been) duly executed and delivered by each
. Penn Central Transferor and is (or, in the case of a Penn
Central Transferor listed in Appendix A-2, will upon its
execution and delivery of a counterpart of this Agreement
be) the legal, valid, and binding obligation of each Penn
Cenﬁral Transferor, enforceable in accordance with its terms.

(e) The execution, delivery, and performance of
this Agreement by the Penn Central Transferors do not and
"will not conflict with, or constitute a breach of or a
default (or event that with notice, lapse of time, or both
would constitute a default) under, the Certificaﬁe of
incorporation or by-laws or other governing documents of
any Pehn Central Transferor or any agreement, indenture,
:iorvother instrument to which any Penn Central Transferor is
a parﬁy or by-which it is bound, or any applicable law,

regulation, or court decree.

.‘(f)'No action of the‘ReéfgaHi}étiéﬁ Court, and,
‘except for the Approval Order, no other conseht, approval,
authorization, -or order of'any“Persoﬁ,"is required in con-
nection with the execution, delivery, and performance of
this Agreement by Penn Central and the Penn Central Trans-

ferors listed in Appendix A-1l.
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(g) Penn Central has the corporate power to
. .cause. each Penn.Central Transferor listed in Appendix
A-iﬂto become a Pérty to this Aéfeement by executing and
delivering a counterpart of this Agreement as provided in
Section 3.02, and at the time of such execution and
delivery, except for the Approval Order, no other consent,
approval, authorization, or order of any Person will be
required in connection with the execution, -delivery, and
performance of this Agreemenﬁ‘bf sucn Penn Central Transferor.
(h) The Penn Central Transferors are the owners
of all claims against the United States, or any department
or agency thereof, or USRA for compensation for the trans-
fer or conveyance, under the Rail Act, to any Transferee,
of Rail Properties or any interest in Rail Properties
‘included in, or for CUE or:other erosion with respect to,
the Penn Central System (except for any claim of such nature~
owned by any Person listed in paragraph (ii) of Exhibit 4),
and upon the release of claims as provided in Section 4.04(a)
all such claims, to the'extént specified in Exhibit 4, will

be released and extinguished.

Section 2.02.'hRepresehtations and Warranties of

the Government Parties. The United States and USRA each

represents and warrants to each Penn Central Transferor

as follows:
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(a) All action of the United States and all

- corporate action of USRA necessary to authorize the United

States and USRA to execute, deliver, and perform this
Agreement have been duly and properly taken.

(b) This Agreement has been duly executed and
delivered by the United States and USRA and is the legal,
valid, and binding obligation of the United States and
USRA, enforceable in accordance with its terms.

(c) No further action of Congress is required
to auﬁhorize or'enable the United States or USRA to execute,
deliver, and perform this Agreement. | |

'(d) The execution, delivery, and performance of
this Agreément'by USRA do not and will not conflict with
the articles of incorporation 'or by-laws of USRA, or any
‘agreement, indenture, or other instrument to which USRA is
‘é'party or by which it is bound, or any applicable law, regu-
“'lation, or court decree.

(e) Upéﬁtfhe release of claiﬁs as provided in
Sectidn 4.04(b), the claims specified in Exhibit 5 will
be ;eleased and extinguished.

(f) The Board of Directors of USRA and the"
Finance Committee have duly and properly determinéd and

specified, pursuant to Section 306(c) (1) of the Rail Act,
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the Redemption Date for the Cerﬁificates of Value to be.
4,distribﬁted‘to the Penn Central Transferors pursuant to
thisrAgreemeht. A copy of the joint determination is
attached as Exhibit 3. o | '

(g) The names of éll Transférors appearing in

the_recordé.of USRA are listed in Appendix C.

Seétion 2.03. Opinions of Counsel..,The following
Qpinions of cqunsél;are being or shall be delivered in con-
nedtion wifh the execution and delivery of thiéngreement:
(a) At the time of the execution-and delivery of
this Agreement by Penn Central, Penn Central ié deiivering
to the Government Parties an 6pinion of its'counsel in
the form of Exhibit 6(a). |
_.(b) At the time of the execution and delivery
'6f]this Agreement by a Penn Cenﬁrai Transferor listed in
 A§§ehﬁik A—2, Penn Central shall deliver to the Government
Parties an'opinion of its counsel in the form of
Exhibit 6(b) with respect to sﬁch Penn éentral Transferor.
- (c) At the time of the'éxecution and delivery
of this Agreement by the Government Parties, the Govern-
ment Parties are delivering to Penn Cent:al an opinion of

'counsel for USRA in the form of Exhibit 6(c).
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ARTICLE III

ACTIONS TO BE. TAKEN .BEFORE CLOSING

. - Section 3.01. Motion for Approval Order. Promptly

after ﬁhe execution of this Agreement, the Government
Parties and Penn Central, on behalf of itself and the Penn -
Central.Transfe:ors listed in Appendiva—l; shall jointly
file with the_Special Court copies of this Agreement and

a petition inrthe form of Exhibit 1 asking the Special

'~ Court to issue the Approval Order in the form of Exhibit 2.

Section 3.02. Additional Penn Central Transferors.
Within 30 days after the execution of this Agreement or as.
soon as practicéble thereafter, Penn Central shall cause each
of the Penn Central Transferors listed in Appendix A-2 to executé
and deliver a coﬁnterpart of this Agreement. By and upon
“suchlexecution ahd delivery, such Penn Central Transferor
:shall become a_Parﬁy to this Agreement for all purposes.
Promptly\affer such execution and delivery by a Penn
Central Transferor listed in Appendix A-2, Penn Central
shall cause such Penn Central Transferor to make an apéro-
priate filing joining in the petition described in

Section 3.01.
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ARTICLE IV

SETTLEMENT

Section 4.01. Stipulationras’to Section 306 (c) (4)

Findings. 1In consideration of all of the provisions of
this Agreement, and in order tO'permit the Special Court

to make the determinations required under Section 306 (c) (4)

of the Rail Act, the Parties hereby stlpulate,.solely for

purposes of settlement that -
~(a) the NLV ‘to which each Penn Central Transferor
is entitled by virtue of transfers of Rail Properties,
(b) the VOB provided to each such Transferor
under the Rail Act,
(c) the amount of CUE with respect to each such
Transferor, and
(d) the Principal.Amount.of the Certificates of
Value to be distributed to each suoh:Transferor
are5as set forth in Table l. Table l also shows the amount
éfwév Interest on each such Pr1nc1pal Amount through, and

the Base Values of such Certificates of Value as of,

, 198 .

Section 4.02. Stipulation as to Distribution of

Conrail Securities and Certificates of Value and as to

Section 303 Findings. 1In order to permit the Special Court

to make the findings required under Section 303(c) of the
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Réil Act, and in consideration of all of the provisions of
this Agreement, the Parties hereby stipulate, solely for
purposes of settlement, that -- |
| (a) the numbers of shares of Series B Preferred
Stock‘and shares of Common Stock and the number and serieé'
,Qf Certificates dfiValue to be distributed to each.Penn
Ceﬁtral Transferor shall be as set forth in Table 2;
| “ (b) the transfers and cdnveyances of Rail Prop-
.erties by the Penn Central Transferors to Transferees,
under the Rail Act, in exchange for the Conrail‘Securitiés
and Certificates of Value stipulated in subsection (a) of :
this Section and the Other Compensation and the.other.bene-
fi£§ accruing to each such Penn Central Transferor‘as a
' result of such exchange, are fair and equitable'to each
- such Penn-Central'Transferor and are not more féir and
 ¥gquiEable to any Penn Central Transferor than is'required
: as éﬁéonstitutioﬁél minimum;
(c) each of the conveyanceé of Rail Proﬁerties
by a Penn Central Transferor to a Profitable Railroad, in
exchange for Other Compensation, is fair and equitable to
“such Penn Central Transferor and is not more fair and

equitable than is required as a constitutional minimum;
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- (@) no portion of any proceeds ;eceived by a

- Penn Central Transferor from an entity other than Conrail
for the sale, lease, or transfer of property reflects value
attributable, within the meaning of,Sectioﬂ 303(c) (1) (C) of
the Rail Act, to the maintenance or improvement of property

pursuant to an agreement under Section 213 or 215 of the

Rail Act.

Section 4.03. Stipulation as to Redemption Price.

In consideration of all of the provisions of this Agreement
including the assignment of Conrail Securities to USRA pur4
suant to Section 6.02, the Government Parties hereby

v

stipulate, solely for purposés‘of settlement; EPEE_E:%,

(a) thé Con:éi1 Sécﬁrities to be distributed to
each Penn Central‘Tfansfe?or pursuant to Section 6.02 are
w;thout fair markét vélue,_ ‘

(b) the amount of the Statutory Adjﬁstmept with
- respect to each Peﬁn Central Transferor is as éeﬁ forth in
Table 3, and

(c) the Redemption Price of the Ceftificates of
Value to be distributed to each Penn.Centfal Ifansferor
under Section 4.Q2(a) is their Base Value minus the amount,

of Statutory Adjustment, if any, set forth with respect to

such Penn Central Transferor in Table 3.




Iv-4

Section 4.04. Release of Claims. Effective from

-and .after the Closing (or, with respect to a Penn Central
Transferor listed in Appendix A-2 with respectuto which the

_effectiveness of the Approval Order is stayed at the time of

the Closing,_fromrand after the appropriate Subsequent Closing) --

(a) each Penn Central Transferorihéreby releases

all of its claims, to the extent specified in Exhibit 4,

‘against each Government Party and eaéh T;anSferee; and

(b) each Government Party hereby rélease;fall

. of its claims, to the extent speéifigd in Exhibit 5,

against each Penn Central Transferor.

Section 4.05. Allocations. If the Special

" . Court declines to make the deferminations as.to NLV, CUE,

f;and VOB set forth in Table 1 unless one of more“of_.‘t.h.e ;_ = -
~figures sét forth'iﬁ Table 1 are changed,‘Table 1l shall

"1be'émended to set forth figures acéeptable té the Special

Cduft, pfo?idédréhat théwéggfégate NLV, thé:agéregate CUE,

and the agérégate VOB shown on Table 1 shall be neithe;

increased or decreased.

Section 4.06. Indemnification. Effective

from and after the Closiné, Penn Central.heréby agrees to
~indemnify each Government Party and hold it harmless

against --
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(a) any claim (other than a claim listed as an
excluded claim in Exhibit 4), by any Person other than a
PénnACentral Transferor, against the United States, of any
agency thereof, or USRA, for éompensation for the transfer
'or.convéyance, hnder the Rail Act,.to'any Transferee, 6f
Rail_froperties 6r ény interest in Réil Properties included
in the Penn Central System,-or for CUE or other erosion
‘withlrespect tOjthe Penn Central System (excepﬁ fbr any
claim of éuch naturerownéd by any_Pefson listed in para- ;
graph (ii) of Exhibit 4); and |

(b) if at the time of Closing the effectiveness
of-the Approval-Order was stayed with respect'towany-Penn
Central Trénsferor listed in Appendix A;2; any right of
suchATransféror to receive any compensation,,on account
of any claimvthat would otherwise have been released by
such Transferor effeéﬁive from and after the Closing, in
éxXcess of the Base Value (at the time of ﬁhe réceipt.of
such compe;;ation) of the Certificaﬁes of Vvalue thgﬁ the‘
Approval Order directed the Clerk of the épecial Court to

deliver to such Transferor at the Cloéing.
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ARTICLE V

CONDITIONS TO CLOSING

Section 5.0l. Conditions to the Government

_Parties' Obligation To Consummate the Closing. The obliga-

tion of . the Government Parties to consummate the Closing is
suhject to the performance, by each of the Penn Central
Transferors,'of all of its obligations under this Agreement
and to the fulfillment,,before:or on the Closing Date, of
.the_following conditions:
(a) All of the‘Penn Central Transferors listed in
Appendix A-2 shall have become Parties to this Agreementfint.
'Tthe_manner specified in Section 3. 02..
| (b) The SpeCial Court shall have entered the
‘Approval Order, and the time to seek rev1ew shall have

rfexpired, and whether or not review has:been sought, the

:?Approval Order shall not have been in any respect reversed

1stayed, modified or amended prov1ded however, that a
'stay of the effectiveness of the Approval Order with. respect
only.to one or more of the Penn Central Transferors listed
in Appendix A-Z; and not with respect to Penn Central or
‘any of the Penn Central Transferors listed in Appendix.A-l;
shail'not affect the obligation of the Government Parties

to consummate the Closing with the Penn Central Transferors
as to which the effectiveness of the Approval Order is not

stayed.




(c) The representations-and warranties made by
Penn Central in Section 2.0l1 shall be true and correct as
‘of the Closihg Date as though eaeh such repreeentation,and
warranty had been made onvand as dflthe Closing Date; and .
the Government Parties shall have been furnished with a
certificate of the Chief Executive Officer of Penn Cehtrel,
dated the Closing Date, certifying to the best of his

knowledge the fulfillment of this condltlon.

(d) The Government Parties shall have received

an opinion of Penn Central's counsel, dated the C1051ng

Date, conflrmlng as of the C1051ng Date the opinions of

~

counsel delivered pursuant to Section 2.03.

Section 5.02. Conditions to the Penn Central

Transferors’ Obligation to Consummate the Closing. The

obligation of each of the Penn Central Transferors to con-
‘summate the Cloeing.is subject to the performéhce, by each
ef the Government_Parties, of all of its'obligations under
this Agreement and to the fulfillment, before or oh the
Closing‘Dete, of the following conditions: v 4

(a) The Special Court shall haveﬁehteted the
Approval Order, and»the time to seek review shall have

expired, and whether or not review has been sought, the




Approval Order shall not have -been in any respect reversed,
stayed, modified, or amended; provided, however, that a
stay of the effectiveness of the Approval Order with respect
only to one or more of the Penn Central Transferors listed
in Appendix A-2, and not with respect to Penn Central or
any of the Penn Centrai Transferors iisted in Appendix
A-1, shall nof affect the epligetionkof the Penn Central
: Trensfefors es.to which»phe effectiveness of the Approval
»Oraef is netleteied'ﬁo-eeﬂeuﬁﬁate fhe.Closing.

| (b) The representations aha warraﬁties made by
the Gevernment>Parties in Section 2.02 shall be true and
correct as of the Clesing bate as though each such repre-
sentation and warranty had been made on and as of the
Cloeing Date, end Penn Central shall have been furnished
with e certificeteeof the Chairman of USRA, dated the
Ciosing Dete,,eertifying to the best of his knewledge the

. fulfillment of this condition.
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ARTICLE VI

CLOSING

Section 6.01. Time and Place. The Closing

shall take place at the offices of

, beginning at 10500 A.M., local time, on

_,11981 or, if the conditions set forth

in Sectlon 5.01 (b) and 5.02(a) are not met on that date, tl
then at such other time and- place not more than ten
business days after such condltlonS’are_met as the United
'States may specify in a nOtice given to Penn'Central at
least five business days in advance of the date specified,
/ : :
or at such other time and place as the Partieslmay agree'
upon. Each Penn Central Transferor herehy waives any'

!

- right it might otherw1se have to any other or further

* . notice of the redemptlon of. Certlflcates of Value.

Section 6.02. Actions To Be Taken at the Closing.
At the Closing --

(a) Penn Central shall deliver the certificate
described in Section 5.01(c) and the epinion described in

Section 5. Ol(d),

(b) USRA shall deliver the certificate described

in Section 5. 02(b);
(c) if all of the Parties (or all of the Parties

except one or more of the Penn Central Transferors listed
in Appendix A-2) determine that the conditions to their

respective obligations to close, as set forth in Article V,
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have been satisfied, or if no Party elects to exercise any
right it may have to decline to close on account of non-
satisfaction of any such condition, then the settlement
provided for in this Agreement shall be consummated by the
taking of the following steps each of which shall be deemed
to have occurred 6nly when all of them have begn completed:
(i) the Clerk of the Special Court, acting
pursuant to ﬁhe Approval drder, shall obtain
from Conrail and deliver to each Penn Central
Transferor (other than any Penn Central Trans-
feror listed in Appendix A-2 as to which the
effectiveness 6f~theApp;oval Order is stayed)
a certificate or certificates evidencing the
shares of Series B Preferred Stock and Common
Stock specified in the Approval Order;

(ii) the Clerk of the Special Court, acting
pursuant to the Approval Order, shall obtain
frém USRA and deliver to each such Penn Central
Transferor an instrument evidencing the number
of Certificates of Value specified in the
Approval Order, such Certificates of Value to
have the aggregate Principal Amount specified in

the Approval Order;
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(iii) eéch such Penn Central Transferor shall
assign and deliQér to USRA, duly endérsed or
accompanied by an appropriate. instrument of
transfer, the ¢ertificates for shares of
Series B ?refef:ed Stock and Common Stock
delivered to it by the Clerk of the Special
Court; _ B

(iv) the Ceftificates‘of Value evidenced by
the‘instrument>deliVered by the Clerk of the
Special Court to each such Penn Central Transferor
- shall be redeemed af their Redemption Price, which
shéll be paid in immediately available federal
funds into such account or accbuntsbas Penn Central
may specify; - |

(v) éach such Penn Central Tranéferor shall
surrenderrto USRA the instrument evidencing
Certificates of‘Valhe delivered to it by thé
Clerk of the Special Court;

(vi) the Clerk of’the Special Court, écting
pursuant to the Approval Order, shall distribute
to each such Penn Central Transferor the amount
of Other Compensation shown in Table 4; and

(vii) Penn Central and The Michigan Central Rail-
road Company shall deliver to the United States
- instruments assigning and conveying to the United

States any and all right, title, and interest
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either of them may have in the stock of The
Canada Southern Railway Company or in any lease

of the operating properties of such company.

Section 6.03. Representations Survive Closing.

The representations and warranties of Penn Central and the
Government Parties set forth in Article II shall survive

the Closing.

Section 6.04. Subsequent Closings. If the

effectiveness of the Approval Order is stayéd, at the time
of the Closing, with respect to a Penn Central Transferor
listed in Appendix A-2, and if that stay is later iifted

and no such stay is in effect, then a Subsequent Closing
between the Government Parties and such Transferor shall be.
held at a timé and place specified by the United States (in
a notice given to such Transferor at least five business
days in advance of the date specified) not more than 30 daYs
luéfter the first day on which no such stay is in effect. The
conditions to the Government Parties' obligations to consum;
mate a Subsequent Closihg shall be the conditions specified
in Section 5.01, and the conditions to such Transferor's
obligation to consummate a Subsequent Closing shall be the
conditions specified in Section 5.02, except that the terms
"Closing”" and "Closing Date" as used in those sections shall
be understood to refer to the Subsequent Closing and the Sub-

sequent Closing Date, respectively. At the Subsequent Closing,
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the actions described in Section 6.02(a) and (b) shall be
taken by Penn Central and USRA, and each of the actions
described in Section 6.02(c) shall be taken with respect

to such Transferor.

Section 6.05. Effect of Nonissuance of Approval

Order. If the Special Court has not issued the Approval

Order on or before ' ~__, 198 _, the provisions

of Article IV shall be of no‘further force énd effect, and
no Party shall be under any further obligation to close.
In that event, no provision of this Agreement shall be
admissible in any litigation of,other‘pfoceeding as
_evidence of the value of any property or of the existence

or amount of any claim set forth in Exhibit 4 or Exhibit 5.
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ARTICLE VII

COOPERATION; VALUATION PROCEEDINGS; CONFIDENTIALITY

Section 7.01. Cooperation. Each of the Govern-

ment Parties shall, upon the request of any Penn Central
Transferor, and each Penn Central Transferot shall, upon -
the request of either quernment.Party, do, execute,
ackhowledge, and deliver or cause to»be done; éxécuted,
acknowledged, and delivered all such;further acts, deeds,
assignments, assurances, or other instrumenté aS may be

reasonably required for the full and effective consummation

of the transactions contemplated by this Agreement.

Section 7.02. Valuation Proceedings. Promptly

after the execution of this Agreement, the Government

Parties and Penn Central shall file in the Special Court

~motions and other papersAwith respect to (a) the filing

.of briefs,; now scheduled for December 2, 1980,‘in Special

Court Misc. No. 76-1; and (b) the conduct of other liti-

gation activities by the Parties in those proceedings.

‘Section 7.03. Confidentiality. The Penn Central

Transferors shall make all reasonable efforts to avoid dis-
closing any confidential discussion between Penn Central
and the Government Parties concerning the settlement pro-

vided for in this Agreement, or the contents of any document
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prepared by or received from the Government Parties in

- connection with the negotiation of the settlement, to any
Transferor other than a Penn Central Transferor or a Trans-
feror indicated by an asterisk in Appendix C. Nothing in
the preceding sentence shall be deemed to preclude Penn
Central from making such disclosure as may be required by
.order of any court or as it may deem advisable in connec-
tion with aﬂy proceeding brought by any Person.againsf it
in which the terﬁs, validity, or propriéty of,the séttle—

ment is in issue.

Section 7.04. Additional Transferors. Settlemént‘

agreements similar in all significant respects to this
Agreement shall be entered into between the Govefnment

-Parties and The Dayton Union Railway Cdmpany ("Dayton") and

MPennsylvania-Reading Seashore Lines ("PRSL") at such times
.'1as all necessary corporate action of such Transferors, -

"including any necessary consents of minority interests, has
been accomplished. Penn Central shall seek the accomplish-
ment of such action, but no failure to accompiish such
action shall affect the rights and obligations of the
Parties set forth elsewhere in this Agréement. Such settle-
ment agreements, if any, shall be on the basis of the

following determinations:
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The Dayton Union Pennsylvania-Reading
Railway Company Seashore Lines
NLV
CUE

- VOB

Principal Amount
~ of Cvs

.Shares of Conrail
' Series B
Preferred Stock

Shares of Conrail
- .Common Stock

Penn Central hereby agrees to indemnify éach Government
Party and hold it harmless against any claim by Dayton or
PRSL to receive any compensation, on account of any claim
that wduld otherwise have been released by it pursuant to
such a settlement‘agreement, other than or in addition to
the Conrail Securities and Certificates ofVValue listed
above, provided that such indemnification shall be limited
to 66 2/3 percent and 73 percent, respectively, of the
amount recoveréd by Dayton or PRSL, as the case may be,

in excess of the Base Value (at the time of the receipt of
such other or additional compensation) of such Certificates

of Value, and further provided that this indemnification

shall cease to be effective with respect to Dayton or PRSL,
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the case may be, if such a settlement agreement is tendered
the Government Parties by Dayton or PRSL and isvndt accepted
them, or if such a settlement agreement is not approved

the Special Court within 120 days after its submission

the Special Court.

Section 7.05. Remedies. Failure by'any Party,

subsequent to the Closing, to comply with any of its under-

takings in this Agreement, or the breach subsequent to the

Closing of any warranty or representation in this Agreement,

“shall not give rise‘to a right of any other Party for rescis-

sion of this Agreement. Any remedy for such failure or

breach shall be limited to an action for damages by the

injured Party.
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ARTICLE VIII

MISCELLANEOUS

Section_B.Ol,. Assignment. No Party may assign
its rights or oﬁligations'under this Agreemenf to any
other Person, except that any Penn Central Transferor may
assign ité rights (but not its obligations) under this

Agreement to Penn Central.

Section 8.02. Benefit of Agreemént. Nothingl
in this Agreement is intended to confer upon‘any Person,
other than the Parties and permitted assigné, ény legal |
or equitable right, claim, or remedy.

Section 8.03. Entire Agreement. This Agreement

contains the entire. agreement between the Parties with
respect to the subject matter of this Agreement.

Section 8.04. Notices. Any notice or other

. communication under this Agreement shall be in writing

and shall be deeméd to have been'auly'giVenvtd any Party
if mailed, deliveréd, or telegraphed or télexed and con-
firmed by letter fé such Party at the addreés.set forth in
Appendix B or at‘such other address as such Party has |
specified in a notice.giveh to the_other Parﬁieé.‘

Section 8.05. Counterpérts. This Agreement may

be executed by any Party in any number of counterparts, each
of which shall be deemed to be an original but all of which

shall constitute one and the same instrument.
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Section 8.06. Table of Contents; Headings.
The Table of Contents and article and section headings in
this Agreement are for convenience only and shall not affect

its construction.

' IN WITNESS WHEREOF, the Parties have duly

executed this Agreement as of the date first above

written.

THE UNITED STATES OF AMERICA " THE PENN CENTRAL QORPORATION

by by '
Attorney General of the : ‘Chairman of the Board and

United States Chief Executive Officer

UNITED STATES RATIWAY ASSOCIATION THE PERSONS LISTED IN APPENDIX A-l

by - ‘ : . by The Penn Central Corporation
Chairman :

by .
Chairman of the Board and .
Chief Executive Officer

A PERSON LISTED IN APPENDIX A-2

date
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Baltimore and Eastern Railroad Company

x*Beech Creek Railroad Company
Central Indiana Railway Company
Chicago, Kalamazoo and Saginaw Railway Company
The Chicago River and Indiana Railroad Company

*The Cleveland, Cincinnati, Chicago and

St. Louis Railway Company

*The Cleveland and Pittsburgh Railroad Company
*The Connecting Railway Company

*The Delaware Railroad Company
Despatch Shops, Inc.

D T B Corporation

*xErie and Pittsburgh Railroad Company
Fort Wayne and Jackson Railroad Company
The Hudson River Bridge Company at Albany
Joliet and Northern Indiana Railroad Company
The Little Miami Railroad Company
Manor Real Estate Company

*The Michigan Central Railroad Company
New York Central Development Corporation
*The Northern Central Railway Company

*The Penndel Company .

" Penndiana Improvement Corporation
Pennsylvania and Atlantic Railroad Company
Pennsylvania Tunnel and Terminal Railroad Company
*The Philadelphia, Baltimore and Washington Railroad Company
*The Philadelphia and Trenton Rail Road Company
*Pittsburgh, Fort Wayne and Chicago Railway Company
*The Pittsburgh, Youngstown & Ashtabula Railway Company
Providence Produce Warehouse Company

-.Shamokin Valley and Pottsville Railroad Company
South Manchester Railroad Company

- Union Depot Company (Columbus, Ohio)

*Union Railroad Company of Baltimore
*The United New Jersey Railroad and Canal Company

* Indicates a Secondary Debtor




APPENDIX A-2

American Contract Company

:Detroit Manufacturers' Railroad Company
The Indianapolis Union Railway Company"
The Mahoning Coal Railroad Company

The Mahoning and Shenango Valley Co.

The New York Connecting ﬁailroad Company‘
The Peoria and Eastern Railway Company -
Waynesburg and Wéshington Railroad Company'
Waynesburg Southern Railroad Cdmpany

West Jersey and Seashore Railroad Company
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Addresses for Notices
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Transferors




TABLE L

’ - Page 1 of 6 payes
Statutory Values

NAME OF TRANSFEROR v VOB . CE’ . PRINCIPAL .~ CV INIEREST 'BASE VALUE
. : S AMDUNT (AS OF OF (Vs

OF CVs ) (S OF
= )

The Penn Central
Corporation

Baltimore and Eastern
Railroad Company

Beech Creek Railfoéd
Company

Central Indiana Railway
Company o )

Chicago, Kalamazoo and
Saginaw Railway Company

The Chicago River and
Indiana Railroad Company

The Cleveland, Cincinnati,
Chicago and St. Louis
Railway Company

The Cleveland and
Pittsburgh Railroad
Company




TABLE 1

Page 2 of 6 pages
Statutory Values
NAME OF TRANSFEROR NLV VOB . CUE PRINCIPAL CV INIEREST BASE VAIUE
: AMOUNT (AS OF OF CVs
OF CVs ) (AS OF

The Connecting Railway
Company

The Delaware Railroad
Company

Despatch Shops, Inc.

D T B Corporation

Erie and‘Pittsburgh
Railroad Company

Fort Wayne and Jackson
Railroad Company

The Hudson River Bridge
Company at Albany

Joliet and Northern

Indiana Railroad Company




Statutory Values

TABLE 1

Page 3 of 6 pages

NAME OF TRANSFEROR

NLV

PRINCIPAL

* AMDUNT

OF Cvs

CV INIEREST
(As OF
)

BASE VALUE
OF Cvs
(AS OF

The Little Miami
Railroad Company

Manor Real
Estate Company

The Michigan Central
Railroad Company

New York Central
Development Corporation

The Northern Central
Railway Company

The Penndel Company

Penndiana Improvement
Corporation

pennsylvania and Atlantic
Railroad Company




Statutory Values

TABLE 1

Page 4 of 6 pages

NAME OF TRANSFEROR

NV

voB CUE

PRINCIP
AMOUNY'
GF CVs

CV INTEREST BASE VALLE
(AS OF OF CVs
) (AS OF

Pennsylvania Tunnel and
Terminal Railroad
Company

The Philadelphia,
Baltimore and Washington
Railroad Company

Tne Philadelphia and
Trenton Rail Road Company

Pittsburgh, Fort Wayne and
Chicago Railway Company

The Pittsburgh, Youngstown
& Ashtabula Railway
Company

Providence Produce
Warehouse Company

Shamokin Valley and
Pottsville Railroad
Company

South Manchester
Railroad Company




Statutory Values

TABLE L

Page 5 of 6 pages

NAME OF TRANSFEROR

NLV

PRINCIPAL

AMDUNT
OF CVs

CV INIEREST .

(As OF

)

BASE VALUE
. OF Cvs
(as oF

Union Depot Company
(Columbus, Ohio)

Union Railroad Company
of Baltimore

The United New Jersey
Railroad and Canal
Company

American Contract
Company

Detroit Manufacturers'
Railroad Company

The Indianapolis Union
Railway Company

The Mahoning Coal
Railroad Company

The Mahoning and
Shenango Valley Co.




Statutory Values

TABLE L

Page 6 of 6 pages

NWME OF TRANSFEROR

NLV

PRINCIPAL CV INTEREST BASE VALUE
AMDUNT (as or OF CVs
OF CVs ) (AS OF

The New York Connecting
Railroad Company

The Peoria and
Eastern Railway Company

Waynesburg and wéshington
Railroad Company’

Waynesburg Southern
Railroad Company

West Jersey and Seashore
Railroad Company




Distribution of Conrail Securities and Certificates of Value

TADLL <&
Page 1 of g pages

-

Name of Transferor

Number of Shares
of Series B
Preferred Stock

Number of Shares
of Common Stock

Number and Series”
of Certificates
of Value

The Penn Central
Corporation

.Baltimore and Eastern
Railroad Company

Beech Creek Railroad’
Company ’

Central Indiana Railway
Company ‘ :

Chicago, Kalamazoo and
Saygyinaw Railway Company

The Chicago River and
Indiana Railroad Company

. The Cleveland, Cinéinnati,
Chicago and St. Louis
Railway Company

The Cleveland and Pittsburgh
Railroad Company




Distribution of Conrail Securities and Certificates of Value

TABLE £
Page 2 of 6 pages

Name of Transferor

‘Number of Shares

tof Series B

' Preferred Stock

" Number of Shares

of Common Stock

Number and Series?
of Certificates
. of Value

The Connecting
Railway Company

The Delaware Railroad
Company - -

Despatch Shops, Inc.

D T B Corporation

Erie and Pittsburgh
Railroad Company"

Fort Wayne and Jackson
Railroad Company

The Hudson River Bridge
Company at Albany

Joliet and Northern
Indiana Railroad Company




Distribution of Conrail Securities and Certificates of Value

TABLE 2
Page 3 of 6 pages

Name of Transferor

&umber of Shares
i of Series B
Preferred Stock

Number of Shares
of Common Stock

Number and Series
of Certificates
of Value

The Little Miami
'Railroad, Company

Manor Real Estate
Company '

The Michigan Central
Railroad Company

New York Central
Development Corporation

The Northern Central
Railway Company

The Penndel Company

Penndiana Improvement
Corporation

Pennsylvania and. Atlantic
Railroad Company




Distribution of Conrail Securities and Certificates of Value

TABLE 2
Page 4 of 6 pages

Name of Transferor

‘kumber of Sharées

of Series B
Preferred Stock

Number of Shares
of Common Stock

Number and Series
of Certificates
of Value

Pennsylvania Tunnel and
Terminal Railroad Company

The Philadelphia, Baltimore
and Washington Railroad
Company

The Philadelphia and
Trenton Rail Road Company

Pittsburgh, Fort Wayne and
Chicago Railway Company

The Pittsburgh, Youngstown &
Ashtabula Railway Company

Prov1dence Produce Warehouse
Company.

Shamokin Valley and
Pottsville Railroad Company

South Manchester - Rallroad
- Company




Distribution of Conrail Securities and Certificates of Value

TABLE 2
Page 5 of 6 pages

Name of Transferor

ﬁdmbéf;of éhares
- of Series B
Preferred Stock

Number of Shares
of Common Stock

Number and Series
of Certificates
of Value

Union Depot Compény
(Columbus, Ohio)

Union Railroad Company
of Baltimore

The United New Jersey
Railroad and Canal Company

American Contract Company

Detroit Manufacturers'
Railroad Company

The Indianapolis Union
Railway Company

The Mahonihg Coal
Railroad Company

" The Mahoning and Shenango
Valley Co. '




Ty Ny T

Distribution of Conrail Securities and Certificates of Value

TABLE 2
Page 6 of 6 pages

Name of Transferor

Number of'Shares
of Series B
Preferred Stock

Number of Shares
of Common Stock

Number and Series
of Certificates
of Value

The New York Connecting
Railroad Company

‘The Peoria and Eastern

Railway Company

Waynesburg and Washington
Railroad Company

Waynesburg Southern
Railroad Company

West Jersey and Seashore
Railroad Company




TABLE 3

TABLE 3: Amounts Described in
Section 306 (c) (2) (B)*/

The Cleveland, Cincinnati, Chicago and ' $ 20,128.50
St. Louis Railway Company

The Connecting Railway Company 18,944.00
The Little Miami Railroad Company 1,280.50
The Michigan Central Railroad Company - B 115,800.00
The Northern Ceﬁtral Railway Company _‘;'i . -62,500.00
The Penndel Company e ‘_ :fu ;:f - 58,112.50
The Peoria and Eagtefn RéiiWay éompény. ”L': f; 2,366.50
The Philadelphia, Baltimore and Washington.- - 765.00
Railroad Company '
‘Pittsburgh, Fort Wayne and Chicago Railway 27,000.00
Company ’ '
“Penn Central Transportation Company | 285,543.50
all Other Penn Central Transferors | ' _ -o-
N | $592,440.50
* / These amounts were distributéd ﬁo the‘Penn

Central Transferors pursuant to the settlement of
Special Court Civil Action No. 76-15.




TABLE 4

Other Compensation




EXHIBIT 1l(a)

SPECIAL COURT

REGIONAL RAIL REORGANIZATION ACT OF 1973

IN THE MATTER OF THE VALUATION
PROCEEDINGS UNDER §§ 303(c) and 306
OF THE REGIONAL RAIL REORGANIZATION -
ACT

Special: Court
Misc. No. 76-1

N N N P P

PETITION FOR AN ORDER TO SHOW CAUSE
WHY AN ORDER SHOULD NOT BE ENTERED APPROVING
THE SETTLEMENT AGREEMENT AMONG THE UNITED
STATES OF AMERICA, UNITED STATES RAILWAY -
- ASSOCIATION, THE PENN CENTRAL CORPORATION,
AND OTHER PERSONS; MAKING CERTAIN FINDINGS
AND DETERMINATIONS PURSUANT TO SECTIONS 303(c) (1)
AND 306(c) (4) OF THE REGIONAL RAIL
REORGANIZATION ACT OF 1973;
- AND DIRECTING DISTRIBUTION OF SECURITIES

ThevUnited States of America,'United States.
»Railway Association, and TheﬂPenn Central Corpdtation on
_wtehalf of itseif and certain other'transfefe;s,'by theifn

jnndersigned attofneys, request the iesuance of an Order

to Show Cause why an order should not be entered by the
.Court, in substantially'the form attached hereto, apptov—
ing a Settlement Agreement among the United States, United

States Railway Association, The Penn Central Corporatlon,




and other persons, a copy of which is attached to the
proposed order, and making certain findings and determina-
tions pursuant to Sections 303 (c) (1) and 306 (c) (4) of
the Regional Rail Reorganization Act of 1973; and directing

-‘thé distribution of securities.

Respectfully submitted,

Counsel for The United States
of America .

Counsel for United States
Railway Association

Counsel for The Penn Central
Corporation

Date




EXHIBIT 1 (b)

SPECIAL COURT

"REGIONAL RAIL REORGANIZATION ACT OF 1973

IN THE MATTER OF THE VALUATION
PROCEEDINGS UNDER §§ 303(c) AND 306
OF THE REGIONAL RAIL REORGANIZATION
ACT '

Special Court
Misc. No. 76-1

N N " N N

ORDER TO SHOW CAUSE WHY AN ORDER SHOULD
NOT BE ENTERED APPROVING THE SETTLEMENT
AGREEMENT AMONG THE UNITED STATES OF AMERIQ," -
UNITED STATES RAILWAY ASSOCIATION, THE :
PENN CENTRAL CORPORATION, AND OTHER PERSONS;
MAKING CERTAIN FINDINGS AND DETERMINATIONS
. PURSUANT TO SECTIONS 303(c) (1) AND 306 (c) (4)
OF THE REGIONAL RAIL REORGANIZATION ACT OF 1973;
AND DIRECTING DISTRIBUTION OF SECURITIES

Upon consideration that on ’

221980, The United States of America, United States Railway

" ‘Association, and The Penn Central Corporation on behalf of

- ihself and other persons filed with the‘Court a Settlemenf. -
~¥Agreement among them, together with an application for An
Order To Show Cause Why an Order Should Not Be Entered
Approving the Settlement Agreement, Making Ceftain Findings
and Determinations Pursuant to Sections 303(c)(l)>and
306(c) (4), and Directing the Distribution of Securitiés;

and together with a proposed order,




IT IS ORDERED that the United States, USRA, and

Penn Central shall file memoranda in support of their

reqﬁest for the entry of such an order on or before

» 1980; and

IT IS FURTHER ORDERED that any party wishing to
object to the entry of an order approving the Agreement

and making the requested findings and determinations

- and directing the distribution of securities as requested

shall show cause by way of written objection} which shall

be filed with the Court on or before ' ’

©1980.

o o A



EXHIBIT 2

Form of Approval Order

SPECIAL COURT

REGIONAL RAIL REORGANIZATION ACT OF 1973

IN THE MATTER OF THE VALUATION
PROCEEDINGS UNDER §§ 303(c)
AND 306 OF THE REGIONAL RAIL
REORGANIZATION ACT

Special Court -
Misc. No. 76-1

e o o N

ORDER APPROVING SETTLEMENT AGREEMENT, MAKING
CERTAIN FINDINGS AND DETERMINATIONS PURSUANT
TO SECTIONS 303(c) (1) AND 306(c) (4) OF THE REGIONAL RAIL
REORGANIZATION ACT OF 1973, AND DIRECTING DISTRIBUTION
OF SECURITIES

On , 1980, the United

'Statés of America;*ﬁnited States Railway Association -
(tqgéther, the "Government Parties"), The Penn Central“

. .Corporation ("Penn Central“), and»ce;tain ofhér pefsbnsi
- entered into a Settlement Agreement.("Agréement“j |

~ resolving all matters in dispute among them in tbis'case

under the Regional Rail Reorganization Act of 1973 as

amended - ("Rail Act").




‘On » 1980, the Governmeﬁt
_Partiés, Penn Central and the Penn Céntral Transferors
'(as‘defined in the Agreement) listed in Appendix A-1 of
'the Agreement submitted the Agreement to this Court and
pefitioned the Court to approve the Agreement and make
ceftain findings and determinations and isSué-certain
ofderé to impleﬁént the settlement. The'Penﬁ Central
'_Transférors listed in Appendix A-2 6f the Agreement have
entered.int6 fhe Agreement and joinéd in the petition to
this Court; o
RN ' Consummation of the closing of the settle-=
-ment provided for in‘the Agreement is conditioned upon
the entry by the Céurt of the findings,.determinations,
ahd grders'for which the parties have petitioned. On

, 1980, the Court entered an order to

 sth cgusé_why the Agreement should not be approved and
‘,ﬁﬁéﬂfihdiﬁgs, determinations, and orde:s, inciuding an
ordér.pursuant to Sectibn 303(c) (4) of the Rail Act
reléting to a distribution of securities, should not be
entered. [No objection was filed in résponse to the
order to show céuse.]. [Each objection was duly con-

sidered and found to be without merit.]




" The Court has considered the terms of the
Agreement, a copy of which is annexed hereto, and the
memoranda submitted by the parties to the Agreement.and
has taken due note of all prior submissions and proceed- .
ings in this case.
. The Court hereby finds and determines as follows:
1. The Agreement constitutes a fair and equita-
ble compromise ef the ciaims at issue in this proeeeding;3
and the stlpulatlons of the parties as to the matters of
fact and law set forth in Paragraphs 2 7 below are
reasonable, and such stipulations are within the reasonable
range of prohable outcomes in these proceedings had such
prbceedings been litigated to a conclusion.
| 2. The net liquidation value, within the mean-
‘ing.ef Section 306 (c) (4) (A) of the Rail Act, as of April 1,
1976; of the rail properties conveyed by each of.the Penn
Central Transferors to Conrail pursuant to Section 303 (b)
of the Rail Act is as set forth in Table 1 of the Agreement.‘
3. The value of other beneflts, within the
meaning of Section 306(c) (4) (B) of the Rail Act, provided
to each of the Penn Central Transferors under'the Rail Act

is as set forth in Table 1 of the Agreement.




4. The compensable unconstitutional erosion,
within the meaning of Sections 303(c) (1) (A) (i) and
Seétion 306(c) (4) (C) of the Rail Act, sdffered by each of
the Penﬁ CentraliTransferors is as set forth in Téble 1
of the Agreement.

5. The transfers and conveyances of fail prop-
erties by the Penn'CentralnTransferdré, in_exchange for
r(a) the shares of Conrail Series}B Preferred Stock and
Conrail Commén Stock set forth in Table 2 of the |
Agreement, (b) the Cértificates of Vélue set fortﬁ in
Table‘Z of the Agreemeht‘having fhe prin@ipal_amouﬁthéét
forth in Table 1 of thé Agreement, (c) the "Other Compen-
sation"” (as defihéd’in the Agreement) set forth in
rTagle 4 6f the Agfeément} and (d) the other benefits
accruing to thé.Penn Central.Transferbrs as a result of
such exchange,. arebin the public interest and are fair
‘and equitable to the Penn Cehtral Transferors in'acCordance'>
with the standafd»of fairness and equity applicéble to the-
" approval of a plan of reorganization or a step in sﬁch a
plan.under Section 77 oé the Bankruptcy Act (li Uu.S.cC.

' § 205), as it'was in effect at the time of tﬁe commencement
of these proceedingé, and with the standard of fairness

and equity applicable to a railroad that is not itself in




reorganization but which is.leased, operated, or controlled
by a railroad in reorganization,'and are not mofe—fair‘and
equitable than is required as a constitutional minimum.

6. Each conveyance of rail properties to a
profitéble railroéd, in éxchahge fbr Othef Compensation,
is fair and equitable and is not more fair and‘gquitable
than is required és a constitutional ﬁinimum.

.7. No portion of ény proceeds feéeived by a
Penn Central’Transfefor for the sale, lease, or transfer
of property reflects value attribufablé to the maintenance
or improvemént of property pursuant to an agreement undér‘
Section 213, 215(a) (1), or 215(a) (2) of the Rail Act.

8. 4There is no just reason for delay in the

~entry of a final judgment with respect to the cléims_bf

the Penn Central Transferors against the Government Parties_
}égd-of the Government Parties against the Penn Central J
‘Transferors in these proceedings.

In view of the Agreement and the findihgs and
determinations made herein, it is hereby ORDERED AND ADJUDGED
that at the Closing (as defined in the Agreement) or,*ih the
case of a Penn Central Transferor-with respect to which the
effectiveness of this order is stayed at the time of the
Closing, at the appropriate Subsequent Closing (as defined

in the Agreement):




1. Conrail shall deliver to the Clerk of this
Court and the Clerk shall deliver to each Penn Central
Transferor a certificate or certificates evidencing
the shares of Serieé‘B Preferred Stock and a certifi-
cate or certificates evidencing the sharés of Common
Stock set forth opposite such Transferor's name in
Table 2 of thé Agreement.

2. The Clefk shall endoréé upon the consolidated
Conrail'Series B Preferred Stock certificate and the
consolidated Cohréil Common Stock certificate deposited
by Conrailfpursuant to Section 303 (a) of the Rail Act
a notation that such shares have been distributed
_pursuant to this Order and that the numbers of shares
represented by such consolidated certificates have
been accordingly reduced.

3. United States Railway Association shall
deliver:to the Clerk and the Clerk shall deliver to
each Penn Central Transferor an instrument evidencing
the number of Certificates of Value set forth opposite
such Transferor's name in Table 2 of the Agreement, such
. Certificates of Value to have the aggregate Principal
Amount set forth opposite such Transferor's name in‘Table 1

of the Agreement.

it BN S e s e r =y = T o P i s iy e



4. The Clerk shall endorse upoﬁ the consolidated
instrument_evideﬁcing Ceftificates of Value deposited |
. with the Court pursﬁant to Section 306(a) of the Raiir
Act a notation that Certificates of Value in the number
and amount listed‘in Table 2 of the Agreement have been
distributed'pursuant to this Order and thet the number
of Certificates.of Value'evidencedhby thatfconsolidated
'1nstrument is accordlngly reduced. |

5. The. Clerk shall dlstrlbute the Other Compen-
sation to each Penn Central Transferor entitled thereto.

It is further ORDERED AND ADJUDGED that:

(a) 'This order and the findings and determina-

tions made in it shali be [effective from and after
the date of its entryl. [efﬁective from and after

, 1981 unless further stayed by the

Supreme Court of the United States].
(b) If consummation of the closing‘of“the‘SettleJ'
ment with a Penn Centrel Transferor has hot occurred

by ., 1981, the Court will entertain a motion,

‘by any party to the Agreement, upon order to show cause,
to set aside the terms ef this order aﬁd the findings
and determinations set forth in this order -and te enter .
such other or further orders as thevCourt deems |

appropriate.




(c) Upon béing advised that the closing has been

consummated with a’Penn Central Transferor, the Clerk

shall enter a final judgment dismissing with prejudice

the claims of such Transferor against the Government

"Parties and the claims of the Government Parties

against such Transferor.




Copy of Joint Determination
of Board of Directors of USRA
and Finance Committee
Specifying Redemption Date
of Certificates of Value

EXHIBIT 3



- but éxcluding

(i) any claim‘arising under Section 211 (h) of

.the Rail Act,

(ii) the claim of USRA against Penn Central,
under Section 215 of the Rail Act, which is pending in
the Reorganization Court in Docket No. 70-347, and

©(iii) any claim arising under the tax laws of

the United States.




EXHIBIT 4

Claims of Penn Central Transferors

The claims referred to inASection'4.04(a) of the
Agreement are all claims of each'PennAcentral Transferor,
against either of the Government Parties:or any Transferee,
under the Constitution of the United States or the Rall
Act or any other prov151on or rule of law, whenever arlsen
or arlslng, whether for compensatlon or: damages or other
rellef, whether or not set forth in any pleadlng or other
document filed in any court, on account of -—- |
' (a) the transfer or conveyance, by any Person,
of any.right, title, or interest in Rail Properties in
the Penn Central.System,‘pursuant”to or inlconsequenCe of
any order of the Special Court, to Conrail or any State or
any Profitable Railroad or any Responsible Person;
| (b) transportatlon operations, before or after
;ut1l 1, 1976 on the Penn Central System,-lncludlng but

not limited to all clalms on account of losses or expenses :

- oL’ decllne in the value of Rall Propertles 1ncurred in con-

nection with such operations, whether or not denominated
claims forv"erosion" or "CUE"; |

(c) restrictions imposed by the Rail Act on the
termination of rail service on any part of the Penn Central
System or on the abandonment of any'Rail Properties in the

Penn_Central System;




(d) damage to or decline in the value or'any
-property-retained”by-any Person, to the extent such damage
oridecline is alleged'to.result’from‘transfers and convey-
ances of Rail Properties in the Penn Central System ordered
bf the Special Court;

(e) any claim w1th respect to.the constltutlon-
allty of the Rall Act or the constitutional adequacy of any
'i:procedure permitted or required by the Rall Act or of the
;form of con51derat10n prov1ded for in the Rall Act-
| (£) any claim that the enforcement of any "direct
“‘claim” against any Penn Central Transferor under Section |
"211(h) (4) or (5) of the Rail Act was or would be -an uncon-
stitutional taking of property; and
| | .(g)‘anf claim for interest or delay compensation
_..on any claim described in paragraph (a), (b), (c), (d),

‘;ge), (£), or this paragraph (g);

--but excluding

(1) Ahy claim (other than a'claim’listed in para-
graph-(f) above) against USRA or Conrail arising under
Section 2ll(hf.of the Rail Act.

(ii) Any participation by any Penn Central Trans-
feror, whetherfas stockholder, creditor, or otherwise, in

claims of the nature specified in paragraph (a), (b), (c),




(d), (e), (f), or (g) above, against either of the Govern-

" ment Parties or any Transferee, which have been brought

or may be brought by any of the following Persons

(which include all of the Persons known by USRA to have

transferred Rail Properties under the Rail Act other than the

Penn Central Transferors):

l.

) 10.

11.

12.
13.
14.

15.

. 16..

17.

18.

The Allentown Terminal Railroad Company

The Ann Arbor Railroad Company

The Bay Shore Connecting Railroad Company

| The Central Railroad Company “of New Jersey

Central Railroad Company of Pennsylvania
Communipaw Central Land Company

Consolidated Real Estate Company

'The Delaware & Bound Brook Railroad Company

The Dover & Rockaway Railroad Company

East Pennsylvania Railroad Company
Eastern_Real:Estate Company

Erie &Hkalamazoo Railroad Co.

Erie Land & Improvement Company

Erie Land & Improvement Company of Pennsylvania
Erie Lackawanna Railway Company |

The Hoboken. Ferry Company

Holyoke & Westfield Railroad Company

The Hudson Realty Company




19.

20.

21,
220
23'.'
24.
s,
26.
27,
2.
29;
30.

31.

32,

.33,

34.

- 35.

36.
37.
38.

39.-

40. -

41.

. The Ironton Railroad Company

The Kalamazoo, Allegan & Grand Raplds
Railroad Company

Lackawanna & Wyoming Valley Railway Company‘
‘Lawroy Land Company

"The Léhigh & Hudson River Railway Company

Lehlgh & New England Rallroad Company
Lehlgh Valley Rallroad Company B

The Mount Hope Mlneral Rallroad Company

_ The New York & Long Branch Railroad Company

.Niagara Junction Railway Company

North Brookfield Railroad Company
The North Pennsylvania Railroad Company

Norwich & Worcester Railroad Company

The Philadelphia, Germantown & Norristown
jRailroad Company

The Plymouth Rallroad Company

The Port Readlng Rallroad Company '

Reading Company

- Rochester & Genesee Valley Rallroad

"Trenton—Prlnceton Tractlon Company

Troy & Greenbush Railroad Association

~United Real Estate Company

Wharton & Northern Railroad Company

The Wilmington & Northern Railroad Company




(iii) Any claim for compehsation or damages‘by
any Penn Central Tfanéférbr;in the.e§eﬁt that the'Special
Court shall order the conveyance or trahsfer'to'COhraii cr
any other Person of any property_noﬁ so convéyedlof transferred
prior to the daté of this Agreement inclﬁding-but,hot
limited to: L

| (a) the ownership interest of‘Penn Central .
in Rail-Prdper;ies'between'ﬁhé‘New York-Conﬁecticﬁt
-iine and Neﬁ Haven, Connecticut, which wére leaéed
to Connecticut Ttansportation Authority ahd which
Nationél»Railroad Passenger‘éorporatioﬁ has alleged,
in a case pending in the Special Court, Docket No..
77-26, should have been transferred to it pursuant

to the Rail Act; and

(b) the ownership interest of Penndel Company
in certain Raii Properties located in_Lake County,
Indiana comprised principally df a railfline,extendihé.”
approximately six milesrbetwéen_Clark and Ping ;"
Junction, Indiana and the Indiana-Illiﬂoié state
“line, and which are the éubject of a case pending

"in the Special Court, Docket No. 77-31.




(iv) Any claim by any Penn Central Transferor
agalnst either of the Government Partles or Conrail for
addltlonal compensation or damages on account of the trans-

fer to Conrail by Penn Central and Michigan Central Railroad

.Company ("Michigan Central") of stock of the Canada Southern

Railway Company ("Canada Southern"), or on account of the

assignment to Conrail by Penn Central and Michigan Central

'of “their leasehold 1nterests in the property of Canada

Southern, to the extent such clalm arlses on account of
the recovery of money by Canada Southern on its claims

(filed against Penn Central and Michigan Central in the

Reorganization Court, and in the Supreme Court of Ontario,

‘or in any other proceeding in any other forum including

~ arbitration panels seeking amounts allegedly owned to

Canada Southern by Penn Central and Michigan Central because

of the alleged termination of their leasehold interests in

fCanada Southern upon the transfer of those interests to

‘Conrail as of April'l, 1976.




EXHIBIT 5

Claims of Government Parties

The claims referred to in Section 4.04(b) of
the Agreement are the followingvclaims of_eachiCovernment
Party against each Penn Central Transferor and eacn otner
Person whose claims are released pursuant to Section;4.04(a)
of the Agreement: |

(a) any olaimvthat the terms‘offtransfer'or
conveyance of Ra11 Properties by such Transferor or Person
under Section 303 of the Rail Act were more fair and _
equitable than.required as a constitutional minimum;

(b) any claim for recovery of VOB in excess of
the amount set forth in Table 1;

(c) any cla1m for the recovery of any/amount
pursuant to Sectlon 215(b) (2) of the Rail Act; and

(d) any clalm for adjustment to the value of
transferred or conveyed Rall Propertles 1n the Penn Central
System on account of value attrlbutabLe‘to malntenance‘or
improvement provided pursuant to an agreement underdSectionA
213 or Section 215 of‘the Rail Act; and | | o

(e) any claim (other than the claim desoribed

in paragraph (ii) below) for the.recovery of anv amount
paid to any Penn Central Transferor pursuant to Section 213

or 215 of the Rail Act;






